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DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


MONDAY, JUNE 20, 1955 


Unitrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 
Washington, D. C 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. Allen Frear, Jr. (chairman of the 
subcommittee) presiding. 

Present: Senators Frear, Douglas, Morse, Capehart, Bricker, and 
Bush. 

Also present: Senator Lehman. 

Senator Frear. The subcommittee will come to order. 

The first witness this morning is Dr. Arthur S. Flemming, Director 
of the Office of Defense Mobilization. The hearing this morning is 
on S. 2163 and S. 2165. 

(S. 2163 and S. 2165 follow:) 


[S. 2163, 84th Cong., 1st Sess.] 
A BILL To extend the Defense Production Act of 1950, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Defense Production Act of 1950, as 
amended, is amended (1) in subsection (b) of section 303 by striking out ‘'1963”’ 
and inserting in lieu thereof ‘‘1965’’, and (2) in the first sentence of subsection (a) 
of seetion 717 by striking out “1955” and by inserting in lieu thereof ‘1957’. 





[S. 2165, 84th Cong., Ist sess.] 
A BILL To amend the Defense Production Act of 1950, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Defense 
Production Act Amendments of 1955’’. 

Src. 2. Section 2 of the Defense Production Act of 1950, as amended, is amended 
to read as follows: 

“DECLARATION OF POLICY 


“Sec. 2. In view of the present international situation and in order to provide 
for the national defense and national security, our mobilization effort continues 
to require some diversion of certain materials and facilities from civilian use 
to military and related purposes. It also requires the expansion of productive 
facilities beyond the levels needed to meet the civilian demand and the develop- 
ment and execution of preparedness programs designed to reduce the time required 
to mobilize in the event of an atvack on the United States.” 

Sec. 3. Section 303 of the Defense Production Act of 1950, as amended, is 
amended— 

(1) by striking out “1963” in subsection (b) and inserting in lieu thereof 
**1965’’; and 
(2) by adding at the end thereof a new subsection as follows: 

“‘(g) When in his judgment it will aid the natioz.al defense the President may 
make provision for the development of substitutes for strategic and critical 
materials.” 
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Sec. 4. Section 708 of the Defense Production Act of 1950, as amended, is 
amended (1) by redesignating subsections (e) and (f) as subsections (f) and (g), 
respectively, and (2) by adding after subsection (d) a new subsection as follows: 

‘“‘(e) Whenever, before the expiration of this section, the President shall find 

1) that the continuation beyond the expiration of this section of any voluntary 
agreement or program entered into and approved under this section is in the 
publie interest as contributing to the national defense, and (2) that the objectives 
of the agreement or program cannot be accomplished if antitrust immunity is 
limited to the period when this section is in effect, no act or omission to act 
pursuant to such voluntary agreement or program, which occurs during such 
period of continuation not to exceed twenty years as is specified by the President, 
shall be construed to be within the prohibitions of the antitrust laws or the Federal 
Trade Commission Act of the United States. The authority to make the findings 
referred to in this subsection shall not be delegated except to a single official of 
the Government. Upon withdrawal of any request or finding made hereunder 
the provisions of this subsection shall not apply to any subsequent act or omission 
to act by reason of such finding or request.” 

Sec. 5. Section 710 of the Defense Production Act of 1950, as amended, is 
amended (1) by redesignating subsections (e) and (f) as subsections (f) and (g), 
respectively, and by adding after subsection (d) a new subsection as follows: 

“(e) The President is further authorized to provide for the establishment and 
training of a nucleus executive reserve for employment in executive positions in 
government during periods of emergency. Members of this executive reserve 
who are not full-time Government employees may be allowed transportation and 
not to exceed $15 per diem in lieu of subsistence while away from their homes or 
regular places of business for the purpose of participating in the executive reserve 
training program. The President is authorized to provide by regulation for the 
exemption of such persons from the operation of sections 281, 283, 284, 434, and 
1914 of title 18 of the United States Code and section 190 of the Revised Statutes 

US. tae 

Sec. 6. Section 717 (a) of the Defense Production Act of 1950, as amended, is 
amended to read as follows: 

‘(a) This Act and all authority conferred hereunder shall terminate at the 
close of June 30, 1957.” 


Senator Frear. Dr. Flemming, we are mighty happy to have you 
again in this room to give testimony on important legislation. You 
have a prepared errs I see. We can have this placed in the 
record in its entirety, or you may highlight it orally, or go through it 
page by page, as you may think ‘best, sir. 


STATEMENT OF DR. ARTHUR S. FLEMMING, DIRECTOR, ACCOM- 
PANIED BY CHARLES H. KENDALL, GENERAL COUNSEL, OFFICE 
OF DEFENSE MOBILIZATION 


Dr. Fiemmine. Mr. Chairman and members of the committee. 
Thank you very much. As you notice, what I have prepared is in 
the form of an outline. With your permission I will go through it, 
just mentioning certain points that I think are of particular importance 
in connection with the act. 

Senator Frear. Very well. 

Dr. Fiemmine. But I will skip portions of it in the interests of your 
time and that of the other members of the committee. 

I do appreciate very much the opportunity of appearing before this 
subcommittee in order to testify on the importance of extending the 
Defense Production Act for a period of 2 years. 

I would like to discuss briefly with you our current use and con- 
tinuing need for the act, and then I would like also to suggest the 
desirability of certain amendments to meet additional problems which 
have developed since the committee last considered the act. 

In its statement of policy the act has always recognized the neces- 
sity of expanding the Nation’s productive capacity and supplies to 
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meet wartime requirements so that we could move quickly into full 
mobilization if necessary. 

Activities since Korea have resulted in the addition of many new 
production facilities and supplies of materials which contribute greatly 
to our ability to mobilize quickly. 

As the broad expansion program has progressed we have been able 
to give greater consideration to the more specific bottlenecks to rapid 
conversion to a war footing. 

In the future we expect to place greater emphasis on special prepar- 
edness measures which will reduce the time needed to overcome those 
bottlenecks. 

Long lead-time production equipment and general and special com- 
ponents are in this category, and I will discuss them in more detail 
later. 

While preparedness measures of this type are implicit in the objec- 
tives of title III of the act, I believe that because of the increasing 
emphasis on these special preparedness measures explicit congressional 
recognition of their place in the expansion program would be helpful. 

One of the proposed amendments included in S. 2165 would add 
language to the declaration of policy which would accomplish that 
purpose. 

That language, Mr. Chairman and members of the committee, 
appears at the tope of page 2, beginning on line 3, after the word 
“and.”’ Because of certain questions that have been raised relative 
to that language, I would like to suggest the possibility of it reading 
as follows. I will read the entire sentence beginning at the top of 
page 2. 

It also requires the expansion of productive facilities beyond the levels needed 
to meet the civilian demand and * * * 


And insert there these words, 
the use of the powers provided by this act to develop and execute 


and strike the words ‘development and execution of,’ so that it 
would read, 

the use of the powers provided by this act to develop and execute preparedness 
programs designed to reduce the time required to mobilize in the event of an 
attack on the United States. 

We feel that if that language were included in the declaration of 
policy it would be consistent with the provisions of title III of the 
present act. 

Turning next to the question of priorities and allocation, the 
priorities and allocations power of title I of the act is an essential 
tool both for the conduct of current defense programs and for providing 
the mechanism for the rapid handling of production and materials 
urgencies in the event of full mobilization. 

At present supplies are approximately in balance with requirements 
for most materials and facilities. 

Nevertheless, the level of Defense and AEC procurement orders is 
high enough to make it only prudent to provide priority for deliveries 
under such orders. 

This being so, it is important that these priority orders be distributed 
equitably among the suppliers of such items in order to avoid-a situa- 
tion in which one producer is required to turn his entire production 
to defense needs while another continues to supply normal needs of 
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his own customers as well as those of the company doing this defense 
work. 

The Defense Materials System of the Department of Commerce, 
which has been developed under authority of this title, fills this need. 

It requires the producers of basic forms and shapes of steel, copper, 
and aluminum to set aside certain percentages of their production for 
the filling of priority orders identified as being a part of approved pro- 
grams of the Defense De ‘partment or the Atomic Energy Commission. 

The ODM approves the programs and the allotment of the con- 
trolled materials for them. 

In addition, the Defense Materials System is an important readi- 
ness measure. 

While serving only a limited operational function at present, it is a 
mechanism which could be expanded quickly —— 

Senator Caprnarr. I have a question of Dr. Flemming. Do you 
want to wait until we get through with the overall state ‘ment? 

Dr. FLemine. I am about ready to finish part II]. Would you 
want to wait until then? 

Senator Capruarr. Then I will wait until you finish part IIT. 

Dr. Ftemmine. Then I will stop. Yes. 

While serving only a limited operational function at present, it is 
a mechanism which could be expanded quickly in the event of mobi- 
lization to provide for the more extensive control of materials needed 
at such a time in order to meet war needs. 

It helps to insure the maintenance of the requirements gathering 
machinery in the producing plants and their major suppliers as well 
as in the Department of Defense and the Atomic Energy Commission. 

The authorities included in title I as it now stands are ample for 
present use and we have no additions or changes to suggest. 

Senator CapEeHArtT. I am going to hand you an amendment I am 
thinking of proposing and ask you if you will take a minute to read 
it and see what your opinion of it is. 

Senator Frear. That is an amendment to what? 

Senator CapgenArt. To the allocation section. 

Senator Frear. Of the present act. 

Senator CarpEHART. What it does is set up a different date for the 
basis of allocating materials to give the smaller business man a better 
advantage in the percentage of materials that they would receive. 
You see, the old bill has the date of December 31. 

Dr. Fiemmine. Mr. Chairman, a quick reading of this proposed 
amendment leads me to believe it does clean up this section 701 (c) 
of the act, and as far as I can see it would further the purposes of 
the act and help improve the act. 

Senator CappHart. What it would do would give a better percent- 
age to small businesses. Is that not correct? 

Dr. Fiemmine. Yes. It would make that possible. That is right. 

Senator CaprHart. It would give them a larger percentage of the 
available materials in case of allocation. 

Dr. FLiemmine. The present section 701 (c) is really outdated. 

Senator CaPpreHart. You see the date there is December 31, 1950, 
is it not? 

Dr. Fiemmine. June 1953, I think. 

Senator CapeHart. June 24, 1950. That is going back too far to 
set up a yardstick for allocating materials. 
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Dr. FLemmine. That is right. 

Senator Caprnart. I shall propose it when we get ready to write 
the bill, Mr. Chairman, if you do not mind, but I wanted to get Dr. 
Flemming’s opinion of it and then we would not bave to call him back. 

Dr. FLemmuine. Thank you very much, Senator Capehart. 

Senator CapEHARtT. You see nothing wrong with it? 

Dr. Ftemmine. No, sir. 

Senator CapgeHartr. And you recommend it? 

Dr. FLemmine. I recommend it. 

(The proposed amendment follows:) 

Section 701 (c) of the Defense Production Act of 1950, as amended, is amended 
to read as follows: 

‘‘(¢) Whenever the President invokes the powers given to him in this act to 
allocate any material in the civilian market, he shall do so in such a manner as to 
make available, so far as practicable, for business and various segments thereof in 
the normal channel of distribution of such material, a fair share of the available 
civilian supply based, so far as practicable, on the share received by such business 
under normal conditions during a representative period preceding the allocation 
of materials: Provided, That the President shall, in the allocation of materials in 
the civilian market, give due consideration to the needs of new concerns and newly 
acquired operations, undue hardships of individual businesses, and the needs of 
smaller concerns in an industry.” 

Senator Capenart. Thank you. 

Dr. Fiemmrina. Turning now for a few minutes to the question of 
expansion of productive capacity and supply, title III of the act 
authorizes the use of various incentives to expand productive capacity 
and supply. 

While these devices are not now employed as extensively as during 
the Korean conflict, they will continue to be of great importance in 
securing additional productive capacity needed for the mobilization 
base. 

Of the 224 expansion goals established, the objective has been 
reached on 147 and others are approaching completion. 

Naturally, it is the difficult goals which remain unfilled. 

It is likely that meeting these unfilled goals will require careful use 
of the available incentives—in most cases several incentives in com- 
bination. 

As the members of the committee appreciate, the bulk of the 
post-Korean buildup has been financed by private capital with no 
Government assistance other than rapid tax amortization. 

The lending authority of section 302 has been used sparingly and 
then generally in conjunction with tax amortization or the procure- 
ment authority. 

The long-term purchasing authority of section 303 has been em- 
ployed primarily to expand the production capacity and supply of 
strategic and critical materials for defense production and the national 
stockpile. 

Copper, nickel, manganese, and aluminum are involved in most of 
these programs. 

Senator Dovetas. May I ask the witness a question? 

Senator Frear. Yes. 

Senator Dovetas. Dr. Flemming, you mentioned copper, nickel, 
manganese, and aluminum as minerals which should be stockpiled. 
What is your position on lead, zinc, and fluorspar? 

Dr. Fiemmine. Senator Douglas, as you undoubtedly know, we 
are at the present time stockpiling lead and zinc. We are procuring 








6 DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


it against our long-term stockpile objective, having met our minimum 
stockpile objective. We are doing it under the President’s long-term 
stockpile policy. 

Senator Douctas. What about fluorspar? 

Dr. FLemmina. I will come to that in just a minute. 

In establishing that policy the President directed us to discount 
foreign sources of supply 100 percent, except for Canada and Mexico 
and a few countries very close to our own country. Then where that 
resulted in setting higher objectives to move from the minimum to the 
long-term stockpile objective at times where the Government could 
buy advantageously and at times when the Government, by buying, 
could help to strengthen the domestic mobilization base. Lead and 
zine fall within that, and in my judgment fluorspar likewise falls 
within that. 

Senator Dovcias. Have you been purchasing American fluorspar? 

Dr. FLtemmine. We are right in the process of getting recommenda- 
tions from the Department of the Interior, which in my judgment will 
result in our purchasing additional quantities of American fluorspar. 

Senator Dovua.as. Is it true that the Department of Agriculture has 
been swapping, or is in the process of swapping, American wheat for 
Mexican fluorspar? 

Dr. FLemmine. My attention was called to that just a couple of 
daysago. I have asked for a report, but I have not received it. 

Senator Doueias. My information is, it is true 100,000 bushels 
of American wheat were swapped for fluorspar. This is a very real 
issue in my State. Two counties in my State, Pope and Hardin, have 
very extensive fluorspar mines and there is almost 100 percent unem- 
ployment in those counties. I was under very heavy pressure to 
advocate an embargo on Mexican fluorspar in connection with the 
tariff bill, which I refused to do because we wanted to broaden inter- 
national trade. But I do feel the remedy for that situation is purchase 
and stockpiling, since fluorspar is essential in the production of steel. 

Dr. Ftemminea. That is right. 

Senator Dovexas. I understand it is your intention to go ahead 
and stockpile fluorspar? 

Dr. Fuemmina. That is right. 

Senator DovGias. You will not discriminate against Illinois and 
Kentucky fluorspar? 

Dr. Ftemminea. No, sir. 

Senator Douglas, as you appreciate, I am going to have to face 
that issue probably from a little different point of view as a result of 
the national security amendment that was added to the trade agree- 
ments bill. 

Senator DouGtias. To which I was opposed. 

Dr. Ftemmina. It is there and as I understand it—— 

Senator Douetas. It would never have been put in if it had not 
been for the surrender of the administration to the protectionists. 

Dr. FLemmine. I am not familiar with that particular battle. All 
I know is, I have some new duties which will probably result in the 
delegation——— 

Senator Dovetas. I am not going into that question, but 1 hope 
you will purchase fluorspar for our domestic stockpile and purchase 
domestic fluorspar, particularly Illinois fluorspar. 
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Dr. Ftemminec. Senator Douglas, I agree with that particular ap- 

proach to the strengthening of our domestic mobilization base in that 

area and certain other areas, including the areas of lead and zinc. 

Senator Frear. Under the act, Dr. Flemming, you are permitted, 
and I think required, to make certain purchases. Is fluorspar one 
of those which you are supposed to make purchases of, or required to 
make purchases of? 

Dr. Ftemminc. The act does not require us to make it. That is, 
the Strategic and Critical Materials Stockpiling Act does not require 
us to purchase specific materials. We draw up a list of strategic and 
critical materials and that list has approximated 76. Fluorspar has 
been on it, however, from the beginning, I guess, as far as I know, 
and it is still on it. 

Senator Frear. You have a stockpile of fluorspar, do you not? 

Dr. FLemminec. Yes. 

Senator Dovatas. It is not a very large one. 

Senator Frear. How much have you purchased? 

Dr. FLemmine, Senator, I would have to furnish that information 
in executive session because that is classified, although I can generalize. 

Senator Frear. Is it also classified to answer the question whether 
it was subsidized or not, that is, whether the purchases of flourspar 
were subsidized? 

Dr. Fiemmine. Mr. Chairman, I would have to check that to make 
sure, but I do not think those purchases were made above market. 

Senator Frear. I am sorry, Doctor, but I did not hear your reply. 

Dr. Fiemmine. Mr. C hairman, I would have to check that to make 
absolutely sure, but I do not think the purchases that have been made 
were made above market price. 

Senator Frear. According to the present monetary status, have 
you made a profit, or is there any profit in it, or have you lost on it? 

Dr. FLemuinc. If we purchase for the stockpile, of course, it goes 
in and is insulated. If we purchase at market it means that the 
Government has not engaged in a subsidy operation. In other words, 
it has gone out on the market and purchased it at market price and put 
it into the stockpile, where it is insulated. 

Senator Frear. Suppose you purchased the fluorspar at market 
price at the time you put it in the stockpile and the market value has 
decreased on it? Would you carry it at cost or market value? 

Dr. FLemmine. When we provide information as to the value of the 
materials in the stockpile, we always use the current market prices. 
So conceivably the situation you have described could happen. 

Senator Fruar. If the market on fluorspar went down you would 
have a loss in your program on fluorspar, would you not, without 
actually having a change in the fluorspar or the purchase of it? 

Dr. Fiemmine. A loss in the sense if we waited a little longer we 
would have gotten it cheaper than when we actually did purchase it. 

Senator Frear. I understand that, but I understand when you 
purchase fluorspar, or any of these other items you look at it from 
the point of view of both the economy of the Government and also 
what help it may be to that particular industry. In other words, you 
may have to purchase or you may feel as though you are wise in 
purchasing some of these materials in a market that you may-see in 
6 months would be cheaper. But in order to keep the industry in 
balance and production in balance, it is within your prerogative to 
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say, “‘We will purchase now rather than wait 6 months for a price 
decline,” or something to that effect. 

Dr. Fiemmina. That is correct. 

Senator Frear. So even though you may know at the end of 6 
months the product you are purchasing today may not have the same 
value—— 

Dr. Ftemmine. That is correct. 

Senator Frear. As I said, that is within your prerogative to do 
that. 

Dr. Ftemmuina. That is right. 

Senator Frear. In the case of fluorspar, has that not been done, or 
is that classified? 

Dr. FLemmina. I would have to check that and supply it for the 
record. In other words, to find out just what we paid at various 
stages, and what happened to the market price after we purchased 
certain quantities, and so on. I will be glad to prepare a little memo- 
randum on that. 

(The information referred to follows:) 


PrickEs Parp ror Fivorsrpar Now 1N THE NATIONAL STOCKPILE 


\ll of the fluorspar presently in the national stockpile was transferred to the 
stockpile as surplus material, without reimbursement. So far as the stockpile is 
concerned, therefore, the present value of its inventory of fluorspar is net gain, 

The material was acquired during World War II from several sources. A sub- 
stantial part was bought in Spain at a cost, including transportation to stockpile 
depots in this country, of approximately $22.50 a ton. Other substantial quanti- 
ties were bought domestically and from producers in Mexico and Newfoundland. 
Under the premium price plan then in effect this material cost from $25 to $33 

er ton. 
" The present market price for fluorspar runs from $26 to $30 per ton. 

Senator Frear. Just one further question. Suppose it did happen 
that you bought fluorspar 6 months ago and you knew at that time 
that today you could buy it cheaper, and it so proved. The market 
value today was less than it was 6 months ago when you purchased the 
supply of it. 

Do you think that is a subsidy in any way when you have advance 
knowledge of a declining market? 

Dr. Ftemmine. Mr. Chairman, I hardly think so, because frankly, 
we do not operate along those lines. That is, we do not sit here today 
and say, ‘‘We have some room in our stockpile for certain quantities 
of a particular material, but if we wait 6 months we will be able to get 
them cheaper than we can get them at the present time.” 

Let us take our minimum stockpile objectives. Our general policy 
has been to move forward to the attainment of those objectives as 
rapidly as we can, keeping in mind the demands of the civilian economy 
for that type of material. 

Senator Frear. Yes. I think, Doctor, I also realize you are con- 
trolled not only by the economy of the measure, but there are many 
other aspects you have to analyze. 

Dr, Fiemminec. That is right. 

Senator Frear. Senator Douglas. 

Senator Dovetas. No other questions at this time. 

Senator Frear. Senator Capehart. 

Senator Carenart. I do not think so. 
Senator Frear. You may continue, Doctor. 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 y 


Dr. FLtemuine. Continuing with this question of our expansion 
goals, as I mentioned, the remaining unfilled goals are the most difficult 
ones. 

In many cases they involve areas where the peacetime demand for 
the product is insufficient to support the minimum production base 
needed to permit rapid expansion in a mobilization period. 

Greater incentives will be necessary in such cases to secure the 
capacity needed. 

To illustrate this problem of incentives to obtain needed expansion, 
I would like to discuss the problem of components. 

In every past period of mobilization various components, such as 
boilers, gears, bearings, and valves, have been among the most serious 
production bottlenecks. 

Programming for components has always presented a major prob- 
lem because demand for these intermediate products must be deter- 
mined on the basis of the production and construction levels for all 
the end-products using them. 

By such analysis, critical deficiencies are shown in items which 
require a long lead time to produce and for which the demand would 
be substantially increased by military requirements in time of 
emergency. 

The Departments of Commerce and Defense and the Atomic 
Energy Commission have under way, under ODM leadership, 59 
studies to determine mobilization deficiencies in selected components 
and to recommend action for removing any indicated deficiencies. 
Eight studies have been completed. 

Six of those completed show that there is probably ample capacity 
to meet full mobilization requirements, but the other two indicate a 
critical shortage of capacity for that purpose. 

A recommendation on one of these, turbines and turbine gears for 
ship propulsion, involved the procurement of machine tools with 
Defense Production funds to round out existing capacity to produce 
these items. 

In addition to the procurement of tools for standby lines, the 
turbine program also contemplates the acquisition of a Gov ernment 
reserve of turbines and turbine gears to meet the long lead time 
problem. 

Other component studies are likely to result in recommendations for 
Government reserves of parts and subassemblies as well as the com- 
pleted component, and possibly programs for Government mainte- 
nance of privately held inventories in excess of current needs. 

I might say, Mr. Chairman and members of the committee, in con- 
nection with ‘the component study I have set up a committee to make 
a final screening of these proposals, which is made up of Harold Vance, 
who serves as chairman of the committee. As you know, he is 
chairman of the executive committee of the Studebaker-Packard 
Corp. 

Also William C. Foster, the former Deputy Secretary of Defense; 

John L. McCaffrey, president of the International Harvester Co. 

General Wolfe, retired, and General Lutes and Admiral Mills. All 
three of those gentlemen. are retired. 

Senator Capenart. Mr. Chairman, do we have a list of these 
components that are in short supply? 
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Dr. FLemmina. They are under study. 
furnish that list of 59. 

Senator Capenart. Is it classified? 

Dr. Ftemmine. No, I do not think so. 

Senator CarpenART. How soon can we get that? 

Dr. FLtemmrinc. Right away. 

Senator CarpeHART. You mean this afternoon? 

Dr. FLtemmine. Yes, you can have it this afternoon. 

(The list referred to follows:) 


36. 
37. 
38. 
39. 
40, 
41. 
12. 
43. 
44. 
15. 
16. 
47. 
48. 
19. 
50. 
51. 
-) 
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List oF 59 SELECTED Components BEING StupIED—JUNE 20, 


Ball and roller bearings 
Optical: 

Elements 

Instruments 
Gears, fine pitch 
Gears, machine tool 
Gears, mine, mill and commercial 
Gears, tank and automotive 
Gears, aircraft 
Fractional hp. motors and generators 
Integral motors and generators 
Transformers 
Switchgear 
Pumps, aircraft type 
Pumps, except aircraft type 
Compressors 
Fans and blowers 
Internal combustion engines (over 750) 
Internal combustion engines (under 750) 
Automotive axles 
Automotive transmissions 
Actuators 
Permanent high-strength fasteners 
Panel fasteners 
Blind rivets 
Close tolerance bolts 
High temperature and titanium bolting 
Internal wrenching bolts 


. Large size fasteners 
. Locknuts 
. Socket screws 


Heat exchangers and condensers 

Boilers 

Turbines and turbine gears 

Hydraulic couplings and torque converters 


. Steel forgings (heavy) 


Steel forgings (other) 

Aluminum forgings 

Extrusions (5,000-ton press) 

Valves, except aircraft and plumbing 
Forged steel flanges and welded fittings 
Fittings, chain and rope 

Tackle blocks 

Jewel bearings 

Gyroscopes 

Aircraft instrument svstems 

Aircraft valves and fittings 

Steel castings (large) 

Spherical plain bearings 

Stud link anchor chain 

Shipboard electric cable 

Selected electron tubes 

Quartz crystals 

Capacitors 





I would be very glad to 
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54. Resistors 

55. Switches 

56. Relays 

57. Synchros and servo devices 
58. Automotive steering gear 
59. Automotive universal joints 

Senator CaPEHART. That is, the 59 items that there is : 

Dr. Fitemmine. That are under study now. Eight of them oe 
been completed. We are making a study to determine whether 
not they do constitute serious bottlenecks. Eight have been com- 
pleted. Of those 8 we are talking about 6. 

Senator CapeHart. You do not mean 59 studies, but you mean 
59 items? 

Dr. Fiemmine. That is right. 

Senator CaprHart. And eight of them have been completed? 

Dr. Fiemnine. That is right. 

Senator CaprHart. Which means the other 51 have not? 

Dr. Ftemmine. That is right. And 6 of the 8 do not show a 
shortage, and it is just these 2 I have mentioned here which show the 
shortages up to the present time. 

Senator CAPEHART. Do we have the names of those two? 

Dr. Fuemmina. Yes. They are right here. Turbines and turbine 
gears, and boilers. 

The lending authority of section 302 and the procurement authority 
of section 303 are well adapted to the expansion job. 

In conjunction with tax amortization and the authority to install 
equipment in Government and private plants, these devices should be 
adequate to achieve most of the remaining unfilled goals. 

The loan guaranty provisions of section 301 are of greatest value, 
of course, to the procuring agencies. 

The Department of Defense uses that authority extensively to 
make sure that its contractors for military items can secure financing 
of the necessary plant expansions and additional tooling. 

Procurement operations would be seriously hampered without this 
form of assistance. 

Senator CapeHart. May I ask a question? I hand you a bill 
known as S. 922, which was introduced by Mr. Goldwater, Mr. Hayden, 
Mr. Murray, and Mr. Mansfield, which is on the Senate Calendar at 
the moment, which is a bill I understood there was no hearing held 
on, and I ask you if you administer that act. Will you administer 
that act, or do you administer a similar act at the moment? 

Dr. Ftemmina. Mr. Chairman, Senator Capehart’s reference is to a 
bill to amend the Domestic Minerals Program Extension Act of 1953, 
in order to further extend the program to encourage the discovery, 
development, and production of certain domestic minerals. The 
responsibility for the administration of such an act would be vested 
in us. 

Senator CapenArt. At the present time are you administering any 
acts similar to the one you hold in your hand? 

Dr. Fiemmine. We are. 

Senator Capenart. You are? 

Dr. Fuemmine. Yes. 

Senator CarpHart. Is this an extension of that act? 

Dr. Fiemmrine. It is. 
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Senator CAPEHART. Are you administering that under the terms of 
this act or, first, under the terms of the Defense Production Act? 

Dr. FLemmina. We administer it by means of the Defense Produc- 

tion Act. 

Senator CaPpeHArT. You get the money to purchase those materials 
through virtue of the Defense Production Act? Is that right? 

Dr. Fuemmine. That is correct. Through the revolving fund. 

Senator CapeHART. My question is, does anybody know why that 
bill was not referred to the Banking and Currency Committee? 

Senator Frear. The chairman of the subcommittee does not. 

Senator Capenart. Does anybody know why the bill was reported 
to the floor of the Senate without hearings? 

My third question is, “Did you appear as a witness in behalf of that 
bill?” 

Dr. FLemmina. We did not. 

Senator CaPpEHART. Do you know of anyone who did? 

Dr. FLtemmina. I do not. 

Senator CaprHart. Do you know how much money is involved in 
that bill? 

Dr. FLemmuine. Mr. Chairman, it would certainly run into a very 
substantial sum, but I do not have an estimate of that. 

Senator Caprnart. Is it a fair question to ask if you recommend 
the bill? 

Dr. FLemmina. We do not. 

Senator CapeHART. You do not recommend the bill? 

Dr. Ftemmina. No, sir. 

Senator CapEnartT. Were you consulted in respect of the bill? 

Dr. Fitemuine. I am not clear as to whether we were asked to 
report on that bill. We were asked to report on a bill that has a 
similar objective in the House, and I know we reported adversely on 
that. Whether we were even asked to report on this bill or not I do 
not know. My General Counsel does not remember it and he clears 
all of those matters for me. 

Senator Carpenart. Does this bill before you have to do with 
stockpiling? 

Dr. FLemmina. No. 

Senator Capenart. What is the purpose of that bill, since you will 
administer it and since you are administering a similar bill, and using 
your borrowing authority through virtue of the Defense Production 
Act? Just what does the bill do? What is the purpose of it? I 
think it is important to ask it because the last paragraph he just 
read has to do with the borrowing power under the act. 

Dr. Fitemmine. Mr. Chairman and members of the committee, my 
recollection is—and again I would have to check it—that we have at 
least reached our minimum stockpile objectives in the case of all the 
materials that would be involved in this bill. If by any chance we 
have not reached our minimum stockpile objective in case of any of 
these materials, we, of course, have ample authority to reach that 
objective under the Strategic and Critical Materials Stockpiling Act, 
and under the Defense Production Act. 

Senator Capenart. And, therefore, you do not need this legislation? 

Dr. FLemine. That is correct. You asked the question as to what 
is the objective of the bill. I think it is pretty clearly the objective 
to support these particular industries. 
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May I say this im all fairness, and it is awfully hard to generalize. 
In an area of this kind we believe in keeping a strong domestic mobili- 
zation base as far as these materials are concerned. Of course, the 
Defense Production Act makes provision for that. The expansion 
provisions of the Defense Production Act, and then also the provisions 
for exploration and discovery that are in the Defense Production Act, 
very clearly make provision for our developing and maintaining a 
strong domestic mobilization base. I certainly believe that that 
should be done. 

But we did have the feeling in commenting on a bill somewhat 
similar to this on the House side that the bill did go beyond national 
defense objectives. 

Senator Carpgenart. Then it is a question for the Congress to decide 
as to whether they do or do not wish to subsidize certain mining 
interests, or at least certain metal or mineral items. Is that what that 
bill does? 

Dr. Ftemmine. That is right. And, Senator Capehart, may I say, 
just expressing this as a personal opinion, I would per rsonally hope 
that matters of this kind could be handled by the Congress within 
the purview of the Defense Production Act. That is, if someone is 
dissatisfied with the Defense Production Act and feels it does not 
give adequate authority to accomplish certain objectives, that the 
matter be handled by means of an amendment to the Defense Pro- 
duction Act; because the action is apt to be much more consistent 
with the Defense Production Act than if we begin to get a series of 
isolated bills of this kind. 

Senator Caprenart. Is it not a fact that that bill, if it becomes law, 
would require the use of up to as much of $750 million of your borrow- 
ing authority under the Defense Production Act? 

Dr. Fiemmine. Senator Capehart, I would not know whether it 
would go that high, but I think I can indulge in this generalization. 
If a bill of this kind should become law we would undoubtedly have to 
change our conclusion to the effect that the present revolving fund 
authority in the Defense Production Act is adequate. You will 
notice we are not asking for any change in the $2,100 million figure 
at all. 

Senator Capenart. In other words, you might have to come back 
before this committee to get additional authorization? 

Dr. Ftemmine. Yes. 

Senator CappHart. To purchase the minerals required under this 
act? 

Dr. FLtemmrinc. That is correct. 

Senator Caprnart. And yet that act never came before this com- 
mittee and instead went before the Interior Committee, and there 
they never held any hearings? Nobody appeared as a witness and I 
do not think a report was even filed. It was on the consent calendar. 

Mr. Rapaicu. There was a report. 

Senator CapEnarr. It was on the consent calendar and if it had 
not been for some people it would have possibly passed on the consent 
calendar, involving up to $750 million of the borrowing authority of 
the Defense Production Act, which act, of course, is handled by the 
Banking and Currency Committee. 
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Dr. Ftemmine. I think it is clear that the funds that would be 
involved in carrying out this act would become a charge against the 
revolving fund provided for in the Defense Production Act. 

Senator Frear. Suppose the Defense Production Act is not extended 
and the proposed bill before you became law? What would be the 
situation? 

Dr. FLemminc. Then it would be necessary for those who were 
interested in such a program to obtain an appropriation to carry it 
out. 

Senator Frear. It would be useless without an appropriation? 

Dr. Ftemmine. That is right. 

Senator Frear. Unless you have the appropriation of the revolving 
fund as supplied by the Defense Production Act, the bill would be of 
no force or effect? 

Dr. Ftemmine. That is right. 

Senator Caprnartr. Mr. Chairman, I am going to suggest we ask 
the President of the Senate to refer the bill to us for further hearings. 

Senator Frear. The chairman of the subcommittee has no objection 
to that. 

Senator Caprnart. I hope the chairman of the subcommittee and 
the chairman of this full committee will help to that end. That legis- 
lation ought to have hearings and we ought to hold hearings on it and 
make a good case for or against it. I am not saying that the bill 
should not be passed. 

Dr. Ftemmine. That is right. 

Senator Capenart. I am not saying that it should. I just do not 
know enough about it at the moment. But I did feel that the facts 
were just as I have stated them in my questions, and as you have 
answered my questions, plus information that you voluntarily have 
given to us. I agree with you 100 percent that if we are going to do 
this we ought to do it as an amendment to the Defense Production Act 
and not as a separate piece of legislation. 

Senator Frear. I would like the record also to show that the chair- 
man of the subcommittee did object to the bill on the call of the 
calendar. 

Senator CapeHart. What was that? 

Senator Frear. I did object to it. 

Senator Cappnart. Yes; I know. 

Senator Frear. Dr. Flemming, can you tell the committee, or is it 
classified information, how much uncommitted funds are left in the 
revolving fund? 

Dr. Fiemmina. I can provide that information, Mr. Chairman. 
We submit, as you know, a quarterly report on the borrowing au- 
thority. 

Senator Frear. Yes. 
Dr. Ftemmine. To the Congress. In our last one I am going to 


quote just one paragraph from the last report which I think provides 
the information. 


Under operation of the borrowing authority programs involving gross transac- 
tions estimated at $8,190,429,000 and probable net cost to the Government 


estimated at $1,199,260,000 have been certified by the Office of Defense Mobili- 
zation * * *, 


and the other agencies that participate in the certification process 
under delegation from us. 
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Senator Frear. What do you mean by ‘‘cost’’ in that instance, 
Doctor? Does that mean more than just the purchase price? Does 
that include any profit or loss, or any subsidy that may occur in the 
programing? 

Dr. Fiemminec. That includes—the probable ultimate net cost of 
$1,199 million—includes our current estimate of how much money 
the Government will actually have to put out, so to speak, in order 
to complete these programs. The estimated value of gross transac- 
tions consummated by the agencies—our delegate agencies—through 
December 31, 1954, amounted to $7,711,253,000. That contrasts 
with the amount certified and the amount actually completed. The 
projects actually consummated amounted to that, and the probable 
ultimate net cost of these transactions was estimated at $826,304,000, 
The materials expansion program accounted for about 82 percent of 
the gross transactions consummated and about 89 percent of the 
probable ultimate net cost. 

In addition to this probable ultimate net cost, we have set up cer- 
tain reserves which we may or may not have to utilize so that—I 
would like to give you the figure we feel is 

Senator Frear. Yes. Is that from the first quarter of the calendar 
year 1955 report? 

Dr. Fiemmine. No; this is the fourth quarter of 1954. The first 
quarter report of this year has not yet been filed. 

At the present time we have about $551 million to obligate over and 
above the reserves we have established. 

Senator Frear. That is very similar to table 3 on page 8 of the 
report, from which I believe you were reading, Doctor? 

Dr. Fiemmina. That is correct. 

Senator Frear. Do you have any program as to what you may 
commit this $551 million for? 

Dr. Fiemmuine. No; we do not, Mr. Chairman. 

Senator Frear. It is still uncommitted? 

Dr. FLemmine. Yes. 

Senator Frear. It is not tied down in any way? 

Dr. FLemminec. These are entirely free funds. 

Senator Frear. They are totally free? 

Dr. Fuemmina. I have already indicated once one type of program 
we have under consideration, namely, the components program I was 
discussing a little earlier on turbines and turbine gears, and what not. 

Senator Frear. Of course, I realize you have to think in advance 
over more than just a few weeks. 

Dr. Fiemmine. That is right. 

Senator Frear. But as far as those funds now stand, they are 
entirely free? 

Dr. Ftemminea. That is my—yes. That is my opinion on it. We 
have not made any commitments that would tie up any of those 
funds at the present time. 

Senator Frear. Thank you, 

Dr. Ftemminc. Mr. Chairman and members of the committee, in 
addition to an amendment to extend the long-term procurement for 
2 years in keeping with extension of the act, we would like to see 
another amendment to title III, one that would specifically authorize 
the President to provide for the development of substitutes for 
strategic and critical materials. 
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The expansion of productive capacity and supply of strategic and 
critical materials, together with our stockpiling activities, has 
substantially reduced the threat of wartime shortages of such materials 
for defense purposes. 

Nevertheless, supplies of certain critical items remain inadequate 
to meet our full national requirements under such conditions. 

A great national defense advantage would be achieved through 
research and development of substitutes and alternates for suc th 
items as nickel, copper, cobalt, columbium, etc., as well as certain 
fibers and chemicals. 

For example, titanium, zirconium, and silicon metals and alloys 
might be developed to substitute for the scarcer metals in certain 
uses. 

Similarly, glass-fiber-plastic combinations, synthetic fibers, special 
cements, and certain chemical combinations might well relieve the 
pressure of requirements for some metals or basic chemicals. 

Express authority to carry out such programs would be desirable. 

Mr. Chairman, I would like to turn my attention to the new items 
we suggest be included in the Defense Production Act 

Senator Morse. May I ask a question or two on the last item? 

Senator Frear. Senator Morse. 

Senator Morse. Certainly the objective of the program to develop 
substitutes for strategic and critical materials is very sound. Would 
you proceed similarly to the way you proceeded with synthetic 
rubber? 

Dr. Ftemmina. Senator Morse, I do not think so, as far as the 
research end of it is concerned, although we might very well, of course, 
move into pilot operations of one kind or another. But I do not 
think we would go beyond that in carrying forward the program at 
this time. 

Senator Morse. Let us take any one of them. Let us take certain 
fibers or chemicals, for instance, glass fibers or plastic combinations 
and synthetic fibers. 

Dr. Fiemminec. This is essentially—what we have in mind here, 
Senator Morse—is essentially a research and development program, 
and when it moves through the development stage to the point where 
it is obvious that the objective has been accomplished I would not 
think it would be necessary for the Government to participate further. 

Senator Morse. What would be the Government participation in 
this program? 

Dr. FLemMinc. Financing research. 

Senator Morse. Of universities and industrial plants? 

Dr. FLemminc. That is correct. And as I say in connection with 
research, in time it might very well move into a pilot plant operation 
of one kind or another. 

Senator Morse. Suppose the Government financed the research? 

Dr. FLemMina. Yes. 

Senator Morse. This amendment you suggest would be an amend- 
ment that would be limited to research financing? 

Dr. Ftemminc. That is correct, Senator Morse. 

Senator. Morsr. What protection would you have, if any is needed, 
in connection with patents? 

Dr. Fitemmine. The general counsel, Mr. Kendall, feels the usual 
provisions of the patent law would provide us with whatever protection 
we need there. Do you want to answer that, Mr. Kendall? 
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Mr. Kenpauu. As you know, of course, Senator, Government de- 
velopments in the national-defense field are made available to indus- 
try at least for Government use and sometimes for broader use in the 
interests of their use for defense. 

Senator Morss. In many cases we start out with the taxpayers 
financing the research and end up with industry owning it. 

Mr. Kenpa.u. Using it, sir, but not owning it. 

Senator Morse. They get in on the ground floor and end up with 
the patents. 

Mr. Kenpa.u. If it is a Government-developed patent, the usual 
provision is there is a right in the Government to use it for any pur- 
pose. Of course, I have not gone over all of the contracts of the 
funds used for research, but I believe that is a general provision. It 
is true, of course, the industry that builds the plant is in the position 
then to go ahead with the development. There is no question 
about that. 

Senator Morse. That is right. That is the observation I made. 

Senator Douatias. Mr. Chairman? 

Senator Frear. Senator Douglas. 

Senator Dovetas. May I ask Dr. Flemming if it is proper to 
inquire whether he is worred about the manganese problem? As I 
understand the situation we get nearly all of our manganese from 
overseas—a large portion from India and Southeast Asia. In case 
of war if our shipping connections were cut would there be any 
difficulties on manganese? 

Dr. FLemMinG. Senator Douglas, our strategic position on manga- 
nese is very good. We have reached our minimum stockpile objectives 
and we not only have in sight our long-term stockpile objective but, 
in all probability, under our existing contracts we will ultimately w ind 
up with more than is called for by our long-term stockpile objective. 

May I again underline the fact that the long-term stockpile objective 
is set by discounting our foreign sources of supply 100 percent, with 
the exception of Canada and Mexico and a few countries in the 
Caribbean. So that actually from a defense point of view we are in 
a good position on manganese at the present time. 

Senator Dovetas. I do not want to ask any questions the replies 
to which would be classified but I noticed you did not include manga- 
nese among those metals which you desire to develop substitutes for. 

Dr. FLemmina. It does reflect a feeling on our part we are in a 
good position on it. 

Senator Morse. I have one or two more questions on this item of 
substitutes because it is a very important item and I wish to be 
sure we have proper safeguards. 

Is it true, Dr. Flemming, that the present indications are that 
unless the Government proceeds to finance the research on these 
materials for which we would like to have substitutes the chances are, 
that private industry will be so slow in developing them that there is a 
great danger they will not be ready for defense needs? 

Dr. Fiuemina. I think that is a fair statement. In other words, 
I feel that the role of Government in an area of this kind is to accelerate 
a development in the interests of defense, which might otherwise take 
place. Just to take a hypothetical case, here is a development that 
might very well take place within a period of 10 years. Possibly the 
Government by focusing the spotlight on it and making some resources 
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available can bring it about within a period of 5 years. If it is some- 
thing that is essential to defense it seems to me that is a proper role for 
Government to assume. 

Senator Morse. I am in accord with that participation. I am 
making the observation that we are now confronted with a consider- 
able body of information which indicates that these substitutes, in 
the view of science, can be developed. We already know in some of 
our pure science laboratories and some of our universities and some 
of our industrial plants, too, that there are great probabilities for 
_ elopment. But you ask for this amendment because there is also 

1 clear indication that if we wait for industry to develop them, 
pn that industry ever will, it will be so long delayed that it 
will not meet very well our emergency defense needs. Are we agreed 
on that point? 

Dr. Ftemmina. That is right. 

Senator Morsr. It is also true, is it not, that if we proceed to 
develop these research programs, industry as well as the population 
as a whole are beneficiaries in various degrees? In this instance 
industry will be the very direct beneficiary, just as industry was a 
direct beneficiary in connection with the synthetic rubber program. 
That is true, is it not? 

Dr. Fiemmine. That is right. 

Senator Morse. It follows, does it not, that it is another example 
of an interesting type of Government subsidy, in that we know for 
defense purposes we need to go ahead, but we also know one of the 
direct benefits of the program is going to be a benefit to industry. 
Industry will be able to profit from that program to a very great 
extent and derive from the Government a financial benefit in the 
course of a few years that would have cost industry tremendous sums 
of money to pay for itself if it went ahead and developed those sub- 
stitutes—assuming in the course of time industry would. Is that not 
true? 

Dr. FLemmina. Well, there is no doubt about the fact that industry 
as you suggest, and the rest of the economy, will definitely benefit if 
there is a bres akthrough on some of the research projects. 

Senator Morse. I make the contention that there is actually an 
objection, and always is, in industry’s attitude toward subsidies that 
benefit human beings that comprise the mass of the population. 
There is almost a pathological objection on the part of the leaders of 
industry to those subsidies. But you do not find that kind of objection 
when we come to a Government subsidy that we find will benefit 
industry, as industry is constantly being benefited. 

Of course, I wanted to show there are two legs to this, and we need 
two shoes to have the system well shod. I think it is a safeguard, 
however, that we have to administratively put in the defense programs 
to protect the taxpayers. I will go into the patent matter later. | 
do not think the patent law has been giving the taxpayers the protec- 
tion they are entitled to. 

Would you have this program administered by dollar-a-year-men 
from industry? 

Dr. Fiemmrne. Senator Morse, not necessarily. I suspect some 
of them would be used from time to time to assist in it, but I imagine 
that in many instances you would get some research contracts with 
colleges and universities and some of our great research institutions 
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in various parts of the country, and so on. I agree with you. I 
think there are a lot of considerations that must enter into the ad- 
ministration of a program of this kind to make sure that we are being 
absolutely fair and equitable to the country as a whole in connection 
with it. 

Surely you may recall the subcommittee of the Senate Armed 
Service Committee just recently filed a report in which they urged 
we use some of the funds available under the Defense Production Act 
and make them available to the Department of Defense so that they 
in turn could accelerate some research work in connection with the 
titanium product, strictly on the technical side on some technological 
problems which have developed. 

We feel recommendations along that line are ones that we should 
give very careful consideration, and they do make good sense on the 
whole. But I would be very anxious to have them surround them with 
effective safeguards; and certainly whatever we do will be done right 
out on top of the table so that eve srybody knows just what is being 
done. If anybody sees anything there that they feel does not prov ide 
adequate safeguards, we would be more than hi appy to get reactions to 
it. It is not going to be a closed-door proposition. We will keep it 
out on top of the table. 

Senator Morse. We will do our best to help. 

Dr. Fiemminea. Right. That is the great thing about our system 
of checks and balances. 

Senator Morse. On the dasis of your wealth of experience, do you 
have any safeguards you would suggest now? 

Dr. Fuemmine. Senator, I do not think of any that would require 
legislative authority. I think it is a case of taking each contract 
that is entered into and working it out very carefully under our exist- 
ing authority. 

Senator Morse. We will try to help you with that, too. 

Dr. FLemmuine. All right. But if we do run into difficulties and 
feel we need additional authority to provide additional safeguards, 
of course we will come back. 

Senator Morse. Of course, I think one of the bases for safeguards 
that we as legislators have to work for is to guarantee to the taxpayer 
that he is going to get a return for his research investment. 

Dr. Fiemmine. That is right. 

Senator Morss. After its development, if it is not turned over for 
& nominal sum to private industry—unless we are in a position where 
private industry ought to be subsidized, and I am not against that 
where you show that it is for the public interest. 

I only say in passing, Mr. Chairman, this opens up, I think, very 
interesting vistas and shows how wrong it is to talk in terms of getting 
the Government out of business. Woe unto the American people if 
the Government ever gets out of business or business out of Govern- 
ment. We have to recognize here the mutuality of interests in our 
competitive system if we want to serve the public interest. Dr. 
Flemming is quite right that the Government can come in and give 
some assistance. Our job is to put in some safeguards, to which | am 
alluding, to see to it that the beneficiaries of this kind of a tax-sup- 
ported program return to the Treasury of the United States, on the 
basis of their ability to pay, a fair share of the cost of the program. 


You do not have any conflict with that philosophy do you, Dr. 
Flemming? 
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Dr. FLemmina. No, sir. 

Senator CapEHart. Let me ask this, Mr. Chairman. 

Senator Frear. Senator Capehart. 

Senator CaprHartr. Under such a program you would enter into a 
contract with some individual or some firm or some group to do 
specific work. 

Dr. Fuemmine. That is correct, Senator. 

Senator Caprnart. With the understanding that when they fin- 
ished, the process or the patent would belong to the Government. 

Dr. Ftemmine. That is right. 

Senator Caprnarr. And the Government would proceed to either 
sell the process or the patent, or they would proceed to license others 
to make it on a royalty basis; is that not true? 

Dr. FLemmine. That is correct. 

Senator CaprHart. Is that not about how simple it is? 

Dr. Fiemmina. I feel, as I indicated to Senator Morse, that we 
have all the authority we need to safeguard the interests to which he 
has referred. 

Senator Caprenart. If the taxpayers were not properly protected, 
it would be because whoever was administering the act failed to make 
a good, businesslike contract with each firm? 

Dr. FLemminc. That is correct. 

Senator CapEHART. Therefore, it would not be the fault of the law 
or the philosophy but the fault of the administrator who failed to 
make a good, businesslike contract such as one businessman would 
make with another; is that not true? 

Dr. FLemmuine. That is correct. 

Senator Morss. Let us take a look at that for a minute. Let us 

take one of these hypothetical cases—contracts on a jet bomber. One 
of those where you have 3 or 4 aviation companies coming in under 
an agreement to proceed with a jet bomber. 

Let us assume that under that contract you need one of these 

synthetics. You think these 4 companies in cooperation, we will 
say, with a couple of universities, may be able to develop that syn- 
thetic—and in 2 or 3 years they do develop it. Is there a danger, if 
we do not have some safeguards in here, that those four companies 
will really have a monopoly on that synthetic, being in on the ground 
floor and having developed it and having financing aid by the 
Government? 

Dr. FLemminG. Senator Morse, it seems to me that it would de- 
pend entirely on the terms of the contract, and the contract could be 
drawn up in such a way that that could not be the case. I will ask 
Mr. Kendall, our counsel, to check. 

Senator Morse. There is an intimation that legislation could re- 
quire the contract to be drawn so that could not be the case; could it 
not? 

Dr. Fiemminc. Oh, yes. Did you say legislation or regulation? 

Senator Morse. Legislation. 

Dr. Fiemmine. I mean certainly that is within the purview of 
Congress if it so desires. 

Senator Morse. Please do not misunderstand me. I want the 
maximum leeway here in development of this kind of a Government 
program, but I have a feeling that disturbs me about some phases of 
this bill. I have a feeling that as legislators we have a duty to see to 
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it that programs that the Government has financed then do not be- 
come the monopolistic property of a few companies just because we 
give broad discretion to administrators in writing contracts. 

| think one of the grave problems of Government administration 
today, in connection with this almost unlimited authority Congress 
is giving administrators to draft contracts and issue regulations—one 
of the great dangers, as I see it, is government by contract in America 
today. We are drafting, passing, very broad laws and turning over 
to administrators the power to draft contracts that have the ‘effect, 
in my judgment, of detrimentally affecting public interest. 

That is why I do not think it is as easy as my friend from Indiana 
would indicate, that it is up to the administrator. I think it is up 
to Congress to put the checks on the administrator so contracts are 
assured, by legislation, to protect the public interest. 

To take my hypothesis, I am afraid that under existing law these 
four companies can get a monopolistic control over that synthetic 
simply because some Government department enters into a contract 
with them. 

Dr. Ftemmrinea. Senator Morse, it seems to me you raise a real 
problem. I think that the question of where the check on the part 
of the legislative branch comes could be looked at in 1 of 2 ways. 
The Congress, in passing the legislation, can write in certain standards 
that the administrator is called upon to follow. I think the question 
that the Congress always has to face in doing that is whether or not 
those standards might interfere in anyway with the Government’s 
getting the best possible contract. On the other hand, the Congress 
can set up a system for scrutinizing the contracts that are entered 
into by an administrator under a general delegation of authority, and 
in that way, on a case-by-case basis, help to develop the standards 
that it feels should be developed. 

Personally, I would like the latter course of action a little better. 
I think that in the long run we would get better end results by following 
that. But I am one who has a great respect for the system of checks 
and balances, and whether that check comes in the legislation or 
whether it comes in connection with scrutinizing actions that are 
taken under the legislation doesn’t seem to me too important one way 
or the other, but I agree that the legislative branch should serutinize 
the transactions in one way or the other. 

Senator Caprnart. Mr. Chairman. 

Senator Frear. Senator Capehart. 

Senator Capenart. Mr. Chairman, there is no question in my mind 
but that if the Government makes a contract with an individual or 
group or corporation to develop a specific thing and they develop 
that specific thing and that specific thing is patentable or the process 
is patentable and the process ought to be patented and is and the 
Government becomes the exclusive owner of it, the Government 
ought to give each and every person in the United States a license to 
make or process that item by paying to the Government a royalty. 
At least sufficient royalties to pay for the costs of the Government 
in developing it. After that point it is a question of whether they 
should continue to pay royalties or whether it should belong to the 
public domain and anybody could use it. 

That is very, very simple. It ought to be written into any ; law, 
or if not in the law it ought to be in any regulation, and nobody in 
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the world should object to it. Certainly industry would not object 
to it. They would be delighted to operate on that basis. Forgetting 
the Government, under the private enterprise system if someone 
develops a patent or process for me, I automatically own the shop 
rights to it under existing law. It automatically belongs to me. 

There is no question that if the Government pays someone for 
development, the Government owns the development, and if not, 
they should. So I again say I do not see anything very complex 
about it. I think it is quite simple. I again get back to the point 
that it is purely a matter of contractual relations and I think you 
have to pretty much leave it up to the good judgment of the 
administrator. 

Dr. Fuemminc. Mr. Chairman, might I just say that the general 
standard to which Senator Capehart has referred is one which I think 
definitely we should adhere to. 

Senator Frear. Senator Douglas. 

Senator Dovatas. I had not intended to take any part in this dis- 
cussion, but I think the catch is this: During the period of so-called 
national emergency or commodity emergency during which one or a 
small number of companies carry on the processes developed with 
governmental funds, the new process can be, and in the past com- 
monly has been, treated as an unpatented secret process. But when 
the commodity or industry is turned back to private hands, then the 
engineers who have worked on this process for the private company 

can take out patents either in their own names or in the names of 
ae employers. 

That was the dilemma which we faced in the atomic-energy bill 
last year. I do not know quite what the answer is to it, but I do 
want to say that it is not as simple as the Senator from Indiana seems 
to think. It may be that we should compel the patents to be taken 
out at a much earlier stage than has been true in the past. 

Senator Capenart. Will the Senator yield? I again say that if 
what you just described has happened in ‘the past, it was due to only 
one thing, and that was poor administration. W hoever entered into 
that agreement simply did not write his contract properly. He could 
have very easily written the contract properly. 

So I say if that has actually happened in the past—and I am in- 
clined to believe it has in instances—it was because the administrator 
or whoever was administering the act for that specific project simply 
did not go far enough in his contract. 

Senator Doveias. That leads us to section VI upon which Dr. 
Flemming is going to testify. If we have a group serving without 
compensation in charge of this program, we get into our old familiar 
situation of who is the regulator and who is to regulate it. 

Senator CapenaArt. I agree with that. That proves my point, 
that if there is a failure in it or a weakness, it is due to the fact that 
the administrator did not enter into the proper agreement, 

Senator Douaetas. I shall be much interested in what Dr. Flemming 
has to say under his section VI. 

Senator Morsg. I do not want to dwell on this much longer, Mr. 
Chairman, but one reason why we have to develop this kind of Gov- 
ernment program on these synthetics is because industry for some 
reason does not want to go ahead. Or it does not think it is profitable 
at the present time for it to go ahead. It will not put up its own 








om 


th tt A NRT cc 


ro LN het + 


2 RASS aR anc 


mene 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 23 


money to go ahead, and therefore we are willing to put up public 
money to do it. 

We have a choice of alternatives, to go ahead by the Government 
in private plants in cooperation with public research bodies and uni- 
versities and so on. Or we can go ahead in cooperative arrangement 
with industry wherever possible. But we do have this problem 
with industry that when we go ahead with them on a cooperative 
program there is a tendency ‘for them to insist upon control over 
this synthetic once the results have been accomplished. They are 
in on the ground floor, too, and they are making some contribution, 
some contribution of money—there is bound to be—some contribution 
of brainpower through their own scientists. So long as the develop- 
ment stays within the house of security, nobody else can get it. That 
is, as long as we say for security reasons this has to be limited to 
governmental use for defense purposes, the only people that know 
about it then are the Government researchers and the private re- 
searchers. But the great bulk of it is paid for by the taxpayerss 

The moment you take off the restriction of security and say, ‘““Now 
we are ready for civilian use,’ you have put these favored industry 
croups in a position where they have such an advantage over the rest 
of industry that unless you protect the rest of industry at that point 
with some safeguard so that the rest of industry can get in on the 
know-how, too, you are not promoting a competitive system; you are 
promoting a monopolistic system, are you not? 

Dr. FLemminc. Senator Morse, I think that that is a problem that 
has to be weighed very carefully, that there are equities, as you 
suggest in your presentation of the question, on both sides. I mean, 
industry may have moved a considerable distance down the road 
toward working out a solution to one of these problems and the 
Government in effect comes in and builds on what industry has 
already done, and clearly that has to be taken into consideration as a 
factor that has to be weighed. 

Also, as we move into the final stages of the kind of situation that 
vou outline, we do have to watch the monopolistic part of it. It 
seems to me an agency like our own has to work very closely with the 
Antitrust Division of the Department of Justice to try to prevent 
development of a monopolistic situation. 

It is a little hard to discuss it except on a case-by-case basis with 
all of the facts involving a particular case in front of us, but I can 
assure you that in administering a provision of this kind we will do 
our very best to keep these considerations in mind. 

Senator Morse. May I make one other comment and I will be 
through, Mr. Chairman, on this point. 

It seems to me this is of vital concern to small business. We have 
a great number of small businesses that are doing, on a very limited 
basis, a considerable amount of research in this synthetic program. 
But I think it is a fair statement to say that by and large our agree- 
ments are with the bigger concerns, that on a chemical problem you 
deal with one of the large chemical companies. If you have a rubber 
problem, you deal with one or more of the big rubber companies. 
What I fear in this kind of program is that if we do not get safeguards 
in there, we are going to squeeze out even more the interests of. small 
business. Unless we make available to small business the findings of 
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a Government-financed research program, I do not see how we can 
escape doing them more and more damage. 

They are concerned about it. We have had some representations 
on this in connection with our Select Committee on Small Business. 

I am for this kind of a Government subsidy program but I am for 
the fruits of it being available to the business community as a whole, 
consonant with the equities of the particular business that helps 
develop the particular synthetic. But if we are in a situation where 
the Government has to, by and large, finance it, then I think the 
fruits should go to all business and not to some select group. 

Dr. FLtemmina. I think, Senator Morse, we go back there to the 
general standard suggested by Senator Capehart, and it seems to 
me if we can get that worked into everything that we do under this 
kind of a section, we will tend to achieve the objective you have in 
mind. 

Senator Morse. I am through. 

Senator Frear. You may proceed, Dr. Flemming. 

Dr. Ftemmine. Mr. Chairman and members of the committee, I 
will turn to this question of the executive reserve. 

[ would like to say that all of us know that in past emergencies, 
and particularly when we think of World War IT and the post-Korean 
period, the organization of the Federal Government and the recruit- 
ment of necessary executive personnel from outside the Government 
has been a relatively lengthy process. 

In the past we have had some time to spare. 

However, developments in military technology and the greatly 
enhanced capabilities of successful enemy attack on the continental 
United States make it urgently necessary that a systematic program 
for executive recruitment be established in advance so that the Govern- 
ment’s emergency organization could move rapidly into action under 
the guidance of trained executives. 

Consequently the ODM has established a nucleus executive reserve 
to augment existing personnel, for Government mobilization positions 
in periods of national emergency. 

Under this plan we have recruited approximately 50 highly qualified 
individuals from private life who have indicated a willingness to 
serve the Government in a civilian capacity on a voluntary basis. 

The reservists are brought to Washington and given a brief orienta- 
tion program on Government organization and operations and on 
the plans and programs of the area in which they will serve, such as 
production, materials, stabilization, manpower, telecommunications, 
and so forth. 

At least once each year the reservists are asked to return for addi- 
tional training and briefing on current developments and are given an 
opportunity to participate in war games such as Operation Alert 
which was conducted last week. At that time about 30 reservists 
took part in that exercise. 

The ODM pilot program is proving successful and has met with 
favor by industry, labor, and the professions. And I might say, Mr. 
Chairman, in anticipation, or in line, rather, with the comment made 
by Senator Douglas, that in developing this pilot program we have 
drawn on those segments of our society that this country has drawn 
on in the past. We have drawn on people from the fields of business 
and industry, yes. We have also drawn on people from the field of 
labor, and we have drawn on people from the colleges and universities. 
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And when we use the term “executive,” we are not just simply 
thinking in terms of people with executive capabilities, persons in the 
field of business and industry, but we are thinking of people with 
executive capabilities growing out of experience in labor and experi- 
ence in educational institutions, oftentimes preceded or interrupted 
by actual experience in the Government during World War II or 
during the post-Korean period. 

Senator Frear. When did ODM establish this? 

Dr. Fiemmine. We have been working on this over a period of 
about a year, Senator Frear. 

Senator Frear. In other words, these 50 recruits you have, or 
people you have selected, have been selected within the past year? 

Dr. Fitemminc. That is right. And may I say, Mr. Chairman, 
that before we enroll them as a part of the reserve, they agree and 
their employers agree that in the event of an emergency they. would 
be available immediately. Of course we put them through the normal 
security checks and so on, so that that is all out of the way. 

Senator Frear. There is no clearance you have to get on them 
except security, is there? 

Dr. Ftemmine. That is correct. 

Senator Frear. You have the authority to go out and locate these 
people and select them? In other words, you do not have to go down- 
town and ask someone if you can take them on? 

Dr. FLemmine. No, sir, we do not. We have this feeling, that with 
the kind of a situation that stares us in the fact, it is idle for us to 
think that we are prepared if all we do is develop, for example, a 
wartime organizational plan. If we do not have people ready and 
available and willing to come in and man the operations that would 
be absolutely essential in wartime, then we are unprepared. 

Senator CapEHarT. You are going on the premise that this sort of 
an organization is just as important as soldiers in the field, and 
generals, and other military personnel? 

Dr. Fiemmina. Senator Capehart, you are absolutely right, and 
we are going on the premise that just as it is important for us to have 
an Armed Forces Reserve, it is important for us to have this kind.of a 
reserve. 

Senator CapreHnart. Possibly more important. 

Dr. FLemminc. Right, because in the future we cannot sit around 
and wait for 6 months or 9 months to staff up a wartime organization. 
That is just as clear as can be. And our feeling is that the time has 
come to establish this on a coordinated basis throughout the Govern- 
ment. ‘To do so, it will be necessary to secure the cooperation of the 
agencies of the Government in establishing realistic objectives as to the 
number of executives needed and in carrying out recruitment pro- 
grams in a coordinated manner. 

It will also require the support of industrial and business organiza- 
tions, trade associations, labor unions, colleges, and other organ- 
izations. 

We believe that a congressional endorsement of this program would 
do much to engender the necessary cooperation on the part of the 
executive agencies and of the private enterprises which will be called 
upon to make key executives available. 

The proposed amendment to section 710 of the act would be appro- 
priate to achiéve this objective. 
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Could I just make one statement, Senator. I would just like to 
say this: There is no question in my mind but that the executive 
branch has authority to proceed with a program of this kind, but the 
more I work in the mobilization field the more I am convinced of the 
fact that it has to be a partnership proposition between the executive 
and the legislative branches if we are going to get the kind of grass- 
roots support that is essential if we are to put this Nation in a state 
of preparedness. 

That is why, Mr. Chairman, in appearing before a subcommittee of 
the Senate Armed Services Committee some weeks ago in connection 
with industrial dispersal, I suggested that the Congress pass a law 
which would set up a commission to be appointed in the manner in 
which the Hoover Commission was appointed, to consider the whole 
problem of dispersal, report back to the Congress, with the hope that 
it would recommend that the Congress pass maybe a concurrent reso- 
lution setting up certain basic guidelines and standards that it feels 
should be followed. 

This has to be a joint cooperative proposition between the executive 
and legislative branches if we are really going to move forward. And 
that is my only thought in suggesting that the Congress in effect give 
its stamp of approv al or its endorsement to the idea of our doing every- 
thing we can, not only to have a wartime organization plan available, 
but to have people available that can move in and operate the 
organization. 

Senator Frear. Senator Douglas. 

Senator Dovaias. Mostly we would all agree with the objectives 
of the Office of Defense Mobilization. I notice, however, that on 
page 4 it is proposed to exempt such persons from the operation of the 
conflict of interest statutes. As I understand it, this would mean 
that not only would these reservists who are serving in a Reserve 
capacity be free from the conflict-of-interest statutes, but they would 
also be free if and when they came on permanent duty. 

As I read this provision, it would also broaden even the present 
exemptions from the conflict-of-interest statute now imposed. As I 
understand the present Executive order, it frees them from the con- 
flict-of-interest statutes but provides that they shall not participate 
in any decision on a matter in which they or their company are fi- 
nancially interested. 

I think this is a very real question. It is a very difficult one. We 
all recognize the need for experienced personnel. But when you have 
people serving in government capacities, not drawing any salaries 
from the Government, because this is really without compensation, 
Getting their compensation from private industry or the company 
from which they have come and to which, in all probabliity, they will 
return. You have these men not merely i in operating positions, but 
in policymaking positions—which is involved here. We have a very, 
very serious problem which I do not think is met by the language that 
is now before us. 

Dr. Fitemmine. Mr. Chairman and Senator Douglas, could I say 
this so we can have a meeting of minds immediately? 

In drafting this particular section, it was our intention to apply 
exactly the same statutory provisions ‘and identically the same regula- 
tions to this Executive Reserve that now apply under the Defense 
Production Act. And if, by any chance, something has crept into 
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this language which could suggest something to the contrary, we are 
pre pared to suggest an amendment which will make it absolutely cles 
that there is no intention on our part to handle the Executive Reserve 
in a manner other than the way in which people have been handled 
under the Defense Production Act. 

Senator Dovetas. I have a copy before me of Executive Order 
10182 which attempts to get around these difficulties, and I suppose 
that Executive order is still in effect. 

Dr. Fiemmine. And, Senator Douglas—— 

Senator Dovetas. It seems to me greatly important that you waive 
completely the restrictions imposed by the conflict of interests statutes. 

You know, this was one of the touchiest problems both in connec- 
tion with World War I and World War II, and maybe with the Korean 
war. The possibilities of abuse are unlimited in this connection. 

Dr. Fiemmina. Senator Douglas, it is our thought that the pro- 
visions of that Executive order would apply to this situation and we 
did not have any intent of suggesting language to the Congress that 
would have the effect of superseding the provisions of that order. 

Senator Dovuaias. Let me ask you this: Why is it you could not 
make these men salaried officials of the Government, have the Gov- 
ernment pay them? The Senator from Indiana has mentioned the 
likeness to military service. When you go into the military service, 
you see, you accept pay from the Government and in return are 
expected to give full service to the Government. What is more, you 
are not expected to engage in private business. 

I have helped to carry on courts-martial for individuals who were 
carrying on real estate or insurance businesses at the same time 
they were officers. As I remember, the oath which you must take 
is that you promise to divorce yourself from any connection with any 
activity which is doing business with the Government. In return for 
that, you get a uniform and you get a modest salary. 

The question that I would like to raise with you, since it is part of 
the war, industrial as well as purely military, is, Is it asking too much 
that these men will receive an adequate Government salary but that 
they should not at the same time receive a salary from the firms 
with which they were formerly connected in order that their allegiance 
may be single and undivided? 

Dr. Fiemmine. Senator Douglas, could I approach it from two 
points of view? 

First of all, as far as the members of the Executive Reserve are 
concerned, prior to an emergency all we have in mind is that these 
people would come in maybe 2 or 3 days during the course of a year. 

Senator Dovetas. We are speaking of what would happen if there 
were an emergency. 

Dr. Ftemminea. Prior to an emergency they would simply function 
as consultants. 

On the broader question, if you will remember, during World War 
II, I served as a member of the Civil Service Commission and we 
faced this problem of dollar-a-year employees. 1 remember that 
as a member of the Commission I started out saying that I hoped 
we could bring everybody on the Government payroll and avoid the 
dollar-a-year arrangement. 

Senator Doveuas. I think you had good judgment then. 
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Dr. FLemMinc. Well, Senator Douglas, as the months went by 
in connection with World War II, and as we brought into existence 
the War Production Board and the other agencies that had to be 
brought into existence in order to handle the emergency situation, 
it became very clear—not only to the executive branch but to the 
Congress, because you know and I know that it was a matter that was 
discussed very fully and very freely as between the executive branch 
and the legislative branch—and it was finally decided it was necessar y 
to work out arrangements of that kind with proper safeguards. 

And then, of course, when we moved into the post- -Korean period, 
the Congress drew on the experience that it had had and the executive 
branch had had during World War II, and worked out the kind of 
provisions that have appeared in the Defense Production Act, I think, 
right from the beginning. I think the provision that is now in was 
included in 1950 when it was first passed. 

If 1 recall correctly, there was some effort made at that time to 
write into the statute some rather specific requirements, and finally 
the Congress worked out this kind of arrangement, saying, ‘‘No; we 
will have the President issue rules and regulations.’”’ The President, 
of course, did issue them, has issued them. They are still in effect 
and as far as I know have worked out certainly in a reasonably satis- 
factory manner. At least, nothing has been called to our attention 
about the regulations which would tend to indicate that they needed 
to be changed. 

So I think that this is the end result of both sides, both the executive 
and the legislative branches, recognizing it is a real problem and trying 
to work out what to them appears to be the most practical and realistic 
solution. 

Senator CapgeHART. Are you operating under Executive Order 
10182 signed by President Truman on November 21, 1950? 

Dr. FLemmine. That is correct. 

Senator CaApEHART. You are still operating under that Executive 
order? 

Dr. FLemmina. Still operating under that order. 

Senator Frear. I do not know whether the Senator from Illinois 
expects to make the Executive order he quoted a part of the record. 
If not, it should be made a part of the record. 

Senator Dove.as. Yes. 

(Executive Orders 10182 and 10205 follow:) 


EXECUTIVE ORDER 10182 


PROVIDING FOR THE APPOINTMENT OF CERTAIN PERSONS UNDER THE DEFENSE 
Propuction Act oF 1950 AND PRESCRIBING REGULATIONS FOR THEIR 
EXEMPTION From CERTAIN CONFLICT OF INTEREST STATUTES 


By virtue of the authority vested in me by the Defense Production Act of 1950 
approved September 8, 1950 (Public Law 774, 8lst Congress), hereinafter referred 
to as the Act, it is hereby ordered as follows: 


PART I 


Section 101. (a) The head of any department or agency delegated or assigned 
functions under the Act pursuant to Executive Order No. 10161, of September 9, 
1950,! is hereby delegated the authority provided by subsection 710 (b) of that 
Act to employ persons of outstanding experience and ability without compensa- 
tion. The authority delegated by this subsection 101 (a) may not be redelegated. 


1 Supra, 
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b) Such heads of departments or agencies are further delegated the authority 
provided by subsection 710 (c) of that Act to employ experts and consultants, or 
organizations thereof. 

c) Such heads of departments or agencies are further delegated the authority 
provided by subsection 710 (d) of that Act to utilize the services of Federal, State, 
and local agencies and to utilize and establish such regional, local, or other agencies, 
and to utilize such voluntary and uncompensated services as may from time to 
time be needed. 

Sec. 102. The head of any department or agency delegated authority pur- 
suant to subsections 101 (a) and 101 (b) of this Part shall be guided in the exercise 
of that authority by the following policies: 

(a) So far as possible, operations under the Act shall be carried on by full-time, 
salaried employees of the Government, and appointments under this authority 
shall be to advisory or consultative positions only. 

(b) Appointments to positions other than advisory or consultative may be 
mace under this order only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time, salaried basis. 

(c) In the appointme nt of personnel and in assignment of their duties, the 
head of the department or agency involved shall take steps to avoid, to as great 
an extent as possible, any conflict between the governmental duties and the 
private interests of such personnel. 

Sec. 103. The authority delegated by subsection 101 (c) to utilize at the 
regional and local levels voluntary and uncompensated services is not subject to 
the policies prescribed in section 102. Such authority may not be exercised, 
however, to fill positions subject to the Classification Act of 1949. 


PART II 


Sec. 201. Any person employed under Part I of this order is hereby exempted, 
ping respect to such employment, from the operation of sections 281, 283, 284, 
434, and 1914 Title 18, United States Code, and section 190 of the Revised 
Ste stutes (5 U. C. 99), except as specified in the following subsections: 

(a) areata hereunder shall not extend to the negotiation or execution, by 
an appointee under this order, of Government contracts with the private employer 
of such appointee or with any corporation, joint stock company, association, 
firm, partnership, or other entity in the pecuniary profits or contracts of which 
the appointee has any direct or indirect interest. 

(b) Exemption hereunder shall not extend to making any recommendation or 
taking any action with respect to individual applications to the Government for 
relief or assistance, on appeal or otherwise, under the provisions of the Act made 
by the private employer of the appointee or by any corporation, joint stock 
company, association, firm, partnership, or other entity in the pecuniary profits 
or contracts of which the appointee has any direct or indirect interest. 

(c) In the case of appointments under subsections 101 (a) and 101 (b) hereof, 
exemption hereunder shall not extend to the prosecution by the appointee, or 
participation by the appointee in any fashion in the prosecution, of any claims 
against the Government involving any matter concerning which the appointee 
had any responsibility during his employment under this order, during the period 
of such employment and the further period of two years after the termination of 
such employment. In the case of appointments under subsection 101 (e) hereof, 
exemption hereunder shall not extend to the prosecution by the appointee, or 
participation by the appointee in any fashion in the prosecution, of any claims 
against the Government growing out of any matter with respect to which the 
appointee was personally concerned in his official capacity during his employment 
under this order, during the period of such employment and the further period of 
two years after the termination of such employment. 

(a) In the ease of appointments under subsections 101 (a) and 101 (b) hereof, 
exemption hereunder shall not extend to the receipt or payment of salary in 
connection with the appointee’s Government service hereunder from any source 
other than the private employer of the appointee at the time of his appointment 
hereunder. 

(e) Exemption from sections 434 and 1914 of Title 18, United States Code, 


shall not extend to persons appointed as experts or consultants under subsection 
101 (b) hereof. 


64244—55——__3 











30 DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


PART III 


Sec. 301. Appointments under subsection 101 (a) of this order shall be supported 
by written certification by the head of the employing department or agency: 

a) That the appointment is necessary and appropriate in order to carry out 
the provisions of the Act; 

b) That the duties of the position to which the appointment is being made 
require outstanding experience and ability; 

(c) That the appointee has the outstanding experience and ability required 
by the position; and 

d) That the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

Suc. 302. The heads of the departments or agencies making appointments under 
this order shall file with the Division of the Federal Register (for public inspection 
but not for publication) a statement including the name of the appointee, the 
section of this order under which he was appointed, the employing department or 
agency, the title of his position, and the name of his private employer. 

Sec. 303. All appointments under subsections 710 (b) 710 (c), and 710 (d) of 
the Act shall be made under the terms of this order after the date hereof, and 
appointments heretofore made under those subsections of the Act shall be deemed 
for all purposes to have been made under this order upon compliance with the 
preceding sections of this Part. 

Sec. 304. At least once every three months, the Chairman of the United States 
Civil Service Commission shall survey appointments made under this order and 
shall report his findings to the President and make such recommendations as he 
may deem proper. 

Harry 8. TruMan 

Tue WuitEe House, November 21, 1950. 





EXECUTIVE ORDER 10205 


AMENDING ExectTIVE OrpER No. 10182! RELATING TO THE APPOINTMENT OF 
CeRTAIN PERSONS UNDER THE DEFENSE PRopUcTION AcT oF 1950 





By virtue of the authority vested in me by the Defense Production Act of 1950, 
approved September 8, 1950 (Public Law 774, 81st Congress), it is hereby ordered, 
effective November 21, 1950, as follows: 

1. Subsection 101 (a) of Executive Order No, 10182 of November 21, 1950, is 
amended to read as follows: 

Section 101. (a) The head of any department or agency delegated or assigned 
functions under the Act is hereby delegated the authority provided by subsection 
710 (b) of the Act to employ persons of outstanding experience and ability without 
compensation. Authority to employ persons under this subsection 101 (a) in 
any such department or agency shall not be redelegated by the head of such 
department or agency. 

2. Subsection 201 (d) of the said Executive Order No, 10182 is amended to 
read as follows: 

(d) In the case of appointments under subsection 101 (a) hereof, exemption 
hereunder shall not extend to the receipt or payment of salary in connection with 
the appointee’s Government service hereunder from any source other than the 
private employer of the appointee at the time of his appointment hereunder. 

3. That part of section 301 of the said Executive Order No. 10182 which 
precedes paragraph (a) thereof is amended to read as follows: 

Section 301. Appointments under subsection 101 (a) of this order to positions 
other than advisory or consultative shall be supported by written certification by 
the head of the employing department or agency: 

Harry S. Truman. 

Tue Wuitre House, 

January 16, 1951. 


Senator Dove.as. I would like to make a further point. The bill 
submitted by the Office of Defense Mobilization makes no reference to 


that Executive order, merely repeals the conflict of interests statutes 
without suggesting a substitute. 





13 CFR, 1950 Supp., p. 148. 
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Furthermore, | think the Congress and the country ought to con- 
sider this fact, that when, in a national emergency, men enter the mili- 
tary services, they give up their businesses, the ‘y give up their private 
occupations, they accept the pay which has been given them, which, 
for enlisted men, is not munificent, and for officers certainly not munifi- 
cent but certainly adequate. Why should we have an entirely differ- 
ent basis of treatment for men in industrial plants? 

I would like to have these men paid well. I would like to have them 
paid on the standards of a major general or a brigadier general. I 
certainly would not have them underpaid. But | think we have all 
had the experience in this that it is very hard to divorce yourself from 
your sources of income. That is the purpose of putting it in. 

Senator Capenart. Will the Senator yield? 

Senator Doveras. Not quite yet. I will yield in a minute. 

Before we grab the blanket exemption from the conflict of interests 
statute, I think Congress should consider this matter very, very care- 
fully indeed. 

Now I will yield. 

Senator Frear. Senator Capehart. 

Senator CapenART. Dr. Flemming and Senator Douglas, under 
section 710 of the present act is there not similar language? 

Dr. Ftemmine. It is the same language, Mr. Chairman, and if 
repeating the language here creates confusion, I would suggest as a 
drafting technique that we simply draft this section in such a way as 
to make it refer back to the basic section in the Defense Production 
Act which, in turn, provides the basis for the Executive order that 
President Truman issued. 

Senator Frear. Then if we want to correct this, we should correct 
section 710? 

Dr. Ftemmine. That is correct. In other words, our desire here 
was to use identically the same legislative base for this as we used 
in the Defense Production Act. So if this is creating confusion by 
repeating it, I would suggest that we refer back to the previous 
sections. 

Senator Caprnart. Mr, Chairman, what you are doing in this pro- 
posed act is applying it to the reservists in exactly the same way as 
the existing Delense Production Act applies it to those that have been 
employed in the past and might be employed in the future. 

Dr. Fitemmuine. That is correct, sir. 

Senator Caprenart. There is nothing new about it at all. 

Senator Frrear. But I understood Dr. Flemming is already doing 
this. You say you started about a year ago and have 50 this year? 

Dr. Ftemminc. Yes. 

Senator Frear. So I assumed you were doing it under section 710. 

Dr. Ftemmina. That is correct. 

Senator CappHart. I would like to say I do not know any way to do 
it other than the way that has been proposed. I also want to say you 
certainly do not want people employed in the Government either in a 
reserve capacity or other capacities who are taking advantage of that 
fact, getting an advantage over their neighbors, and who are helping 
their own selves and their own companies. 

I want to say this, gentlemen, that you do not avoid it by ¢ither 
paying them a ‘dollar a year or $10, 000 a year or 15 or 20 thousand 
dollars a year. You do not avoid it at all on the compensation that 
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you do pay them or do not pay them. I do not think vou can avoid it 
at all excepting to just trv to employ good, honest people. I do not 
see how you are going to avoid it. 

We had testimony here the other day of a big industrialist, the 
chairman of the board of, I guess, a billion dollar corporation, that he 
is not drawing any salary at all from that corporation. He does not 
expect to make lis money out of the salary from that corporation; he 
expects to make his money out of the appreciation of the stock of that 
corporation of which he holds a lot of shares. 

So compensation is not the answer. That is not the answer at all. 
The answer just lies in good old-fashioned honesty on the part of the 
people, and if you get into an emergency, you are going to have to 
call in all kinds of people to do specific jobs, so it vets right down to 
the point of whether you do or do not want to draft people for every 
job during a war period. Do you or do you not want to draft them? 
Would you get better service out of them if you drafted them as you 
draft the boys into the service? 

And furthermore, you are talking here in terms of doing something 
prior to an emergency. 

Dr. Fiemmine. That is right. 

Senator CaprHnarr. You are only going to use them 2 or 3 days a 
year, possibly. 

So there are really two phases to this matter. One is, how shall 
you handle them up until the time the emergency strikes? Then, 
when they come in and give a hundred percent of their time during 
the emergency, how are you going to handle them? They are en- 
tirely two different phases, and J am not so sure you can run both of 
them together. I think maybe you are going to have to have rules 
and regulations and laws covering them when they are reservists, and 
other rules and regulations and laws covering them when they are 
actually performing a hundred percent, giving a hundred percent of 
their time, and you are in an emergency; you are in a war. 

But I just want to say, pure compensation does not do it one way 
or the other. 

Dr. Fiemmuine. Mr. Chairman, I would just like to say, in response 
to what both Senators Capehart and Douglas have said, I think the 
section of the Executive order to which Senator Douglas referred in 
his first question goes to the heart of the matter. Now, if we really 
get an effective administration of that particular section, we can avoid 
the pitfalls to which you have referred and at the same time can secure 
the services of some very capable and competent persons, 

Senator Dovetas. I would like to call the attention of the witness 
and the committee to subsection (a), section 201, of that Executive 
order, which provides: 

Exemption hereunder shall not extend to the negotiation or execution, by an 
appointee under this order, of Government contracts with the private employer of 
such appointee or with any corporation, joint stock company, association, firm, 
partnership, or other entity in the enema profits or contracts of which the 
appointee has any direct or indirect interest. 

In other words, it is that the official in question should be disqualified 
from passing upon a contract or arrangement with the company by 
which he stands to profit. 

Dr. FLemmine. Senator Douglas, I am in complete agreement 
with that provision in the order, in complete agreement with it, and so 
far as I am concerned, it should be enforced very vigorously. 
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Senator Frnar. Are there any further questions on this section? 

Senator Morse. If the Senator from Illinois is through, I have some 
questions for the record. 

Senator Frear. Senator Morse. 

Senator Morse. I want to make it clear, Mr. Flemming, that I am 
asking these questions only to get a record made for committee dis- 
cussion, because | think this particular section is going to elicit a great 
deal of discussion by the Senate. 

Am I to understand that the reason that you are proposing this 
program for these reservists is because our experience in World War II 
and the Korean war shows that our approac h under Executive orders 
at that time did not give us the service that we really needed at all 
times to meet the emergency problems that confronted us? 

Dr. Ftemmine. Did not give it to us as quickly as the situation 
required. 

Senator Morse. Because if we had to draw quickly upon industry 
for so-called dollar-a-year men to come in and give us their expert 
opinions and administrative assistance 

Dr. Fiemmine. They were unfamiliar, in many instances, with 
processes of Government, and it took a long time to get them cleared, 
and so on, so there were long delays involved in getting the wartime 
business of the Government under way. 

Senator Morsr. At the present time we hear the point of view 
generally expressed that we are in for a long seige of the cold war, 
20, 30, 40 years, and we have got to plan for this cold war. That 
there is always the possibility that it will break out in flames at any 
time. 

Do you share that point of view? 

Dr. Fiemmine. Yes. 

Senator Morser. If we have this long-time planning problem ahead 
of us and we do not know when it may break out into a hot emer- 
gency, the Congress has to make a choice between alternatives such 
as the one you propose or an alternative whereby we put on the 
Government payroll, as Senator Douglas has suggested, at least a 
skeleton organization that can give us, as Government employees, 
the expert advice that we seek to get out of this reserve program. 

Do we not have to make that choice, either take your program 
that you think would be better than the dollar-a-year program under 
the Executive order of 1950 and the Executive orders previous 
thereto during the war, or set up here on the Government payroll a 
skeleton organization of people selected out of industry. is Wxperts in 
this field who can give us year-round help on this proble m? 

Dr. Ftuemminea. Senator Morse, I do not think it is an ‘“either/o 
preposition. I think it is “both/and”’ 

Because, as we think in terms of our wartime organization and as 
we plan for a wartime organization, there is no question at all there 
are any persons now on the ( Jovernment payroll who would oceupy 
key positions in those wartime organizations. Many of them are 
career employees who would move into these key positions drawing 
on their previous experience, World War II, post-Korean, and so on. 

And as I look at the total picture, it seems to me if we do have to 
move into another period of general mobilization, we will be de- 
pendent on both sources of supply, and it will be absolutely necessary 
for us to draw on both 
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All we are trying to do here is to get ourselves into a position where 
to the extent we have to draw from the outside we have got some (a) 
that we can count on, know they will come in; (6) who have some 
understanding of the processes of government; and (c) who have some 
understanding of our war plans. 

Senator Morse. Well, I do not know whether it is “and/or” or not. 
I have taken here the executive technical staff of the Petroleum Ad- 
ministration for Defense as of June 6, 1952, former personnel. It is 
only one example of other staffs I could have selected from. I have 
taken the staff that was selected under the Truman Executive order, 
It does not make any difference to me who issued the Executive order; 
the problem of Government administration is the same. 
mé'We will take a minute on this, Mr. Chairman. This is a very inter- 
esting exhibit, it seems to me. We start out, for example— it is no 
reflection on these businessmen. To the contrary, I give them credit 
for devoting themselves to this government service. 

We have a public policy question here, basically it seems to me, as 
to whether or not you have any reason to believe that businessmen 
differ from any other persons from the standpoint of human frailities. 
I do not think they do. I think they have the same human frailities, 
and I think self-interest is a matter that the Government has to protect 
the public from at all times. 

I used to teach my law students in the field of procedure: If the 
procedure is subject to abuse, you had better check the procedure 
pretty carefully and see whether you can modify it and at least limit, 
to the extent possible, the possibilities of abuse. 

You take this Petroleum Administration. The Domestic Petroleum 
Operations assistant was WOC. 

Dr. FLemmine. This was in 19—. 

Senator Morse. 1952, under another administration. The problem 
I suggest is the same. Under that we have one, two—these are all 
top jobs The Director of the Distribution and Marketing 
Division, which i is a pretty important position. We have the Director 
of Foreign Production Division; we have the Director of the Foreign 
Refining Division, and Special Assistant to the Director. We have in 
Foreign Supply and Transportation, the Assistant Director; we have 
the Chief of the Projects and Materials Branch; Gas Division, Director 
and Assistant Director; the Gas Operations Division, the Director and 
Chief of Transportation Branch; and Gas Planning Division, the 
Director, the Special Assistant—and thus I can go on through. I have 
already illustrated my point. 

I assure you, if you take the rest of this setup, you will find the 
Petroleum Administration for Defense has many, many of the top 
jobs under the direction of the so-called WOC, under the old system 
which you are suggesting now that we work out some changes with 
regard to. 

Dr. Ftemmine. Could I make a comment there, Senator Morse, 
because I think what has happened in recent months bears out my 
own feeling that this is going to have to be a “both/and” situation. 

Over in the Department of the Interior the Congress has recently 
authorized funds for setting up what is referred to as an Office of 
Minerals Mobilization, if my recollection is correct, and the Congress 
has authorized that so that the Department of the Interior could 
develop a group of men on a year-round basis who would become 
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familiar with the problems in that particular area, and who would be 
the nucleus personnel for a wartime organization in that particular 
area. 

Now, undoubtedly there would have to be people added to that 
organization if we got into a war activity, and some of them would 
probably have to come from industry. But I think that the Depart- 
ment of the Interior has done a very good thing, and I think the 
Congress has certainly done an exc -ellent thing in authorizing it, in 
establishing this Office of Mineral Mobilization so as to provide us 
with a hard core of the people that we can count on during the pre- 
paredness period and also as we move into general mobilization. But 
they undoubtedly would have to be supple mented by other people. 

Senator Morse. Well, I have before me a table showing the WOC 
employees as of June 13, 1955 in the Business and De fense Services 
Administration of the Departme nt of Commerce. I just referred to 
one exhibit that cites WOC’s in the Petroleum Administration of 
1952. When I read this list of June 13, 1955, again with no reflection 
upon the individuals concerned, as I am talking here about a question 
of public policy, I find likewise in the Office of the Administrator, in 
the Aluminum and Magnesium Division, Automobile Division, Chem- 
ical and Rubber Division —in fact, I ask to have the entire list inserted 
at this point, Mr. Chairman. 

Senator Frear. So ordered. 

(The list referred to follows:) 


Business and Defense Services Administration—WOC employees, June 13, 1955 











Position | Incumbent Position in private industry 
epeeeniguemessenione | munaseee _ enim 
Office of the Administrator: 

Assistant Administrator. ----- Damkroger, Stanley | General commercial manager, Pacific Tele- 
F, phone & Telegraph Co., Seattle, Wash. 
Assistant Administrator ; Flom, Russell C......| Director of pulp, paper and paperboard 
| sales, Marathon Corp., Menasha, Wis. 
Assistant Administrator -___--.-- | Winston, Arthur W_..| Assistant manager, magnesium depart- 
| ment, Dow Chemical Co., Midland, 

Mich. 


Aluminum and Magnesium Divi- 
sion: | 
ees. ris oi. bend Erskine, Harold C....| Assistant general manager, castings divi- 
sion, Aluminum Corporation of America, 
| Pittsburgh, Pa 
.---| Vice president and assistant general man- 
| ager, Aluminum & Magnesium, Inc., 
Sandusky, Ohio 
Automotive Division: Director__---- | Eskridge, Joseph W - Vice president in charge of manufacturing, 
Hudson special products division, Amer- 
ican Motors Corp., Detroit, Mich. 


Deputy Director. ...........--. Frutig, Henry A. 


Chemical and Rubber Division: | Bertine, Herbert W- Assistant to president, General Chemical 

Director. Division, Allied Chemical & Dye Corp., 
New York, N. Y. 

Communications Equipment Divi- | Barnhart, Hugh A_- President, Rochester Telephone Co., 

sion: Director. | } Rochester, Ind.; Barnhart VanTrump 


Co., Rochester, Ind.,- and director, 
Public Service Company of Indiana, 
Ine., Plainfield, Ind. 


Containers and Packaging Division: | Postweiler, Norval W_| Special assistant to manager (sales engin- 


Deputy Director. | eer), Riegel Paper Co., New York, N. Y. 

Copper Division: Director--.-.------ Peterson, George E___| Assistant to president, Simplex Wire & 
Cable Co., Cambridge, Mass. 

Electrical Equipment Division: | Bell, Raymond O----- Manager, substation section, Allis-Chal- 

Director. | | mers Manufacturing Co., Milwaukee, 


1 Wis. 
Food Industries Division: Director..| Vander Heide, John 8_| President, Holland-American Wafer Co., 
| Grand Rapids, Mich. 
Forest Products Division: Director..| Talbot, Frederick C., | Assistant Atlantic coast manager, lumber 
ae > | division, Pope & Talbot, Inc., New 
| | York, N. Y. 7 
General Components Division: | Vacaney_........._.-- 
Director. 
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Business and Defense 
Po 
Gener I 1 trial Eq T i 
sion: Director 
Iron and Steel Di 
Director 
Chief, Ferro-Alloys Br t 
Commodity Industry Spe 
Metals-Ferro-Alloys 
Chief, Carbon and 
finished Rail, Structural Bars, 
Wire & Forgings Branch 
Chief, Castings Branch 


Chief, Stainless, Hi-Tempera- 
ture and Too! Steel Branch 

Chief, Business Research and 

Analysis Branch. 

Chief, Carbon and Alloy Flat 
Rolled and Tubular Products 
Branel 

Metalworking Equipment Division 

Directo 

Chief, Facilities, Distribution 

1 Inv ry B ich 

Pow Equipment D ion: Diree- 
tor 

Scientific, Mot Picture and 
P graphic Products Division 
D uty Director 

Shipbuild Railro Ordnance 
and A ire craft Division: Director. 

Water and Sewerage Industry and 
Utilities Division: Director. 
Senator Morsr. We 


Administration 
Continued 


Incumbent 


Thomas, William H 


Moore, Thomas J., Jr 


Floyd, Paul E 
Howard M 


German, 


Graves, Roger E. 


Hughes, Glenn R 
La Grelius, Elmer L 
r, John A 


Hunts » ar 


Wisner, Benjamin G-. 


Baldenhofer, 
R. 


Ralph 


Polk, Albert F 


Firshing, William M 


Mohr, Thomas S._.. 


Curley, Walter J__ 


Krause, Charles W 


find 


one 


highly 


General manage 
Sharon Steel ¢ 


Consultant, 
of Pittsburgh, 
Metallurgical a 
Harris Co., H 


Sales representative, 


Detroit, Mict 
Assistant sales 
dry Co., Sprit 
Research meta 
Steel Corp., I 
Manage 
Coal & 
Steel Cory 


Steel Corp., ( 


Executive vice 
Thompson ( 
Ohio. 

Vice 
Dayton, 

Executive 
Co., New Yo 

Administrative 
Taylor Instr 
ester, N. 

Vice presider it, 

| portation Cor 

New York City 
Meter Co. 


ssistant to pre side nt, 


r, commercial research, 
ae 

, Fairfield, 
Assistant a ung ager, 


chairman, 
Ohio. 
assistant, 
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WOC employees, June 13, 1955— 
Position in private industry 
Manager, Government sales, Air Products, 
Inc., Allentown, Pa. 


r, Brainard Steel Division, 
Sorp., Warren, Ohio. 


Allegheny Ludlum Steel Corp 


Pa., Ferndale, Mich. 
Driver 
wrison, N. J 

Bethlehem Steel Co., 


l 


manager, Ohio Steel Foun- 
field, Ohio. 

llurgist, Eastern Stainless 
Jaltimore, Md 

Tennessee 
United States 
Ala. 
tinplate sales, Kaiser 
Jakland, Calif. 


Division, 


president and treasurer, 
irinder Co., Springfield, 
the Sheffield Corp., 


Babcock & Wilcox 
rk, N. Y. 

assistant 
ument 


to president, 
Companies, Roch- 


American 
Pittsburgh, Pa 
district manager, 


General 
rp.» 


Trans 


Neptun 


, New York, N. Y. 


responsible position after 


another occupied by the WOC’s, instead of by full-time Government 
employees who have cut their connection with any particular com- 
pany so that they can’t even be suspect, can’t be subject to a lifting 
of the eyebrows as to whether or not some decision might be selfishly 


motivated. 


ing of any one of these divisions a 


I suppose you would agree with me that in the administer- 
a great deal of authority has to be 


delegated to subordinates, but if the subordinates are not ignorant as 
to the economic interests of the superior —— 


Dr. FLEMMING. 


That is right. 


Senator Morse, 


could I make this 


general observation growing out of your reference to these areas 


Here we are now 


as 


a country, a 


government. 


We have gone 


through World War II where we drew very heavily on this particular 


source for handling many of our wartime problems. 


We have gone 


through the post-lorean period where we likewise drew very heavily 
on this source for handling many of our problems, and we are still in 
the mobilization period and we are still drawing heavily on this 


source in order to assist us in many 


gram. 


aspects of our mobilization pro- 


I still feel that the Congress and the executive branch arrived at 
the right solution at the beginning of 1950 in putting this provision 
in the Defense Production Act and in the President issuing the kind 
of an Executive order which he did, because it does safeguard the 
and yet at the same time we do obtain the 


interests of the country, 
services of some very outstanding persons. 
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As I think back over the World War II period, the post-Korean 
period, and this period, and as | think in terms of the various investi- 
gations that have been made of what went on in the operation of the 
various agencies, it seems to me that all of us can be proud of the fact 
that the kind of a record was made that was made, because by and 
large it has been a very outstanding record. 1 certainly would not 
sit here and say that no one violated the principle that is involved in 
the Executive order issued by President Truman, because some people 
here may think of instances where it was violated. Personally, I do 
not think it was, but let us assume that we can think of a few instances. 
When we think of the large number of men who came in and served 
under those conditions, and served in many instances at a real sacrifice, 
[ think that the record is one that the country can be proud of. The 
fact that men are able to come in from business and industry, are 
able to be sensitive to the kind of an issue that you and I have been 
talking about today, and are able to conform their conduct to the 
kind of an Executive order that the President issued, | think is out- 
standing. I believe as a practical matter that we are going to need to 
continue to draw on them. I believe they are going to continue to 
render an outstanding service. Save that I also believe this Executive 
order that was issued by President Truman should be subject to the 
closest scrutiny by all of us in the light of experience, and if it is not 
tight enough we ought to tighten it up. But, based on the practical 
experience that we have had with it, currently it is a pretty tight order, 
and apparently it has worked pretty well. 

To me the encouraging thing is that there are people in this country 
who are sensitive enough to this issue and are able to come in and 
operate this way. 

Senator Morse, it does not apply only to people from the field of 
business and industry. I know and you know of a good many men, 
for example, from the ranks of labor who have come in and served 
under the provisions of an Executive order of this type, who have 
likewise been sensitive to the issues that are involved in the order 
and who have likewise rendered a very fine service to the Nation. 

Somehow or other, it seems to me that we have got to be able to 
safeguard the people im times of emergency. We do need standards 
to which you must adhere as a Government employee, but we have 
confidence in the fact that they will adhere to it. If they do not, we 
will take appropriate action. To date I think the record is good. 

Senator Morsx. You have not said anything with which I disa- 
gree. You are talking about a situation in Which the emergency 
was hot. I am talking about a program in which the emergency is 
cold. We are talking about a program that is going to have to be 
developed, I think, for 20 to 40 years. It is going to be difficult to 
get people fully to appreciate the importance of that emergency. I 
think the standard of conduct of people from labor, from business, 
and from professions in their relationship to Government is quite a 
different thing when the emergency is hot from what you have to be 
on guard against when the emergency is cold. I also believe when it 
comes to Government planning the Government’s job is somewhat 
different when you have the so-called cold situation to plan for. I 
think that probably you can get full-time Government employees of 
competency to do the job. 
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[ am going to ask a question here about a specific case, and he can 
be X, Y, or Z. I have just picked him at random, and he happens 
to be the Director of the Aluminum and Magnesium Division, Mr. 
George Perkins. I do not know him, but I am just going to assume, 
so the record will show, that he is a man of exceptional ability. My 
first question is: What particular demands are there for the position 
of the Director of this Division which made it impossible for you to 
find a full-time employee for this job? 

Dr. FLEMMING. Senator Morse, I am afraid we will have to address 
that question to the Secretary of Commerce, because the BDSA is 
within the Department of Commerce and is subject to the adminis- 
trative supervision of the Secretary of Commerce. I do not happen 
to know Mr. Perkins personally, either, but I do know this, and I 
would like to say this and prepare the way for any testimony that the 
Secretary of Commerce may give: 

In ODM we have followed the policy of trying very hard to keep our 
own staff on a small basis and to use the existing departments and 
agencies of the Government, so that when it becomes necessary for 
us to face that problem in the field of aluminum, a problem such as 
we have been facing over a period of the past few weeks, we want first 
of all to look to the Department of Commerce for a recommendation. 
Undoubtedly that recommendation starts down in this particular 
unit, moves up to the Chief of the BDSA, from there I think normally 
to the Assistant Secretary of Commerce, and from there to the Secre- 
tary of Commerce, Mr. Weeks, who then transmits a recommendation 
toODM. We in turn, of course, double check it very carefully before 
we act on it, usually putting it before our Defense Mobilization 
Board. But I would say this: It probably is advantageous to have 
at least one person over there who is in close contact with the develop- 
ments in the industry itself, but if he were in a position where he 
could formulate and put into effect basic policy in that area without 
any check anyplace else in the-Government, I think you would have a 
very real problem. I doubt if a person like that would want to ac cept 
the position under those circumstances. So your specific question 
as to why they found it necessary to bring him in or someone in from 
the industry in that spot, I would appreciate that being addressed to 
the Secretary of Commerce. 

Senator Morse. I asked the question to illustrate my point. It 
is difficult for me to see why the Director of the Division of Aluminum 
and Magnesium is a WOC when we have got a cold war problem that 
is going to vitally affect that industry for 20 years. I think, as 
Senator Douglas implied very clearly in his line of questioning, that 
we ought to have a Government employee competent to do the job. 

Dr. Ftemmina. Senator Morse, you appreciate the problem that 
vou are raising now and discussing now is a different program from the 
proposal that I am making here as far as the Defense Production 
Act is concerned, because here I am suggesting that Congress put its 
stamp of approval on the idea of our having people who are willing to 
come in for 2 or 3 days during the course of a year for training, people 
from industry, from labor, from the colleges and universities, and so 
on, so that they would be prepared in the event we moved into a hot 
war situation, to use your expression, to come in and help and assist 
us. I just wanted to make it clear that my proposal here is a little 
different kind of a problem than the one that you are raising. On the 
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one that you are raising, Senator Morse, although I appreciate maybe 
we characterize the present situation as a kind of a cold situation as 
contrasted to a hot situation, still we are in the middle of a mobiliza- 
tion program of a terrific magnitude compared with anything that 
we have ever been in before, and after being in the heart of it for this 
period of time I feel that it is a program that we have to approach 
with a very real sense of urgency and with some of the same sense of 
urgency that we approac hed some of our problems post-Korea. In 
fact, I think some of the problems today are just as important, just 
as serious, as any that we looked at immediately after the outbreak of 
hostilities in Korea. Somehow or other, it seems to me the executive 
branch and the legislative branch working together have to convey 
that idea to the country that this is an emergency situation and that 
it is urgent for us to keep ourselves in a position where we can deal 
with a hot war situation, not 6 months after it develops but the day 
after it arose. It is in that spirit that we make this kind of a proposal, 
Senator Morse. I recognize the differences in the two programs, 
but I want to emphasize also the direct relationship between the two. 
I do not think you can separate this reservist program from your 
WOC program in connection with these problems and jobs that I 
have referred to, such as the Director of the Aluminum and Mag- 
nesium Division. Let me tell you what I have in mind. This memo- 
randum that we inserted in the record shows the number of WOC 
jobs in administering the defense program. Then you supplement 
and add to that with this reservist program. As you have seen 
Senator Douglas has brought out the conflict of interests. I think 
it behooves the Congress to make certain that the public interest is 
protected, particularly because of that second point which you made, 
when you pointed out the importance of this mobilization program. 
You and I know that it is important. Many people know that it is 
important. But unless you are capable of taking grassroots soundings 
different from what I take, we still have a selling job to do at the 
grassroots level of America. I think part of our salesmanship has to 
be the assurance to the people in America that we have all these 
safeguards. This line of questioning to you seeks to establish that 
the financial interest of the public is not going to be taken advantage 
of by WOC’s for the selfish interests of concerns that they represent. 
Dr. FLemmina. Senator Morse, could I say this again to keep it in 
the right framework? Not all of these executive reservists that we 
are talking about would become WOC. A good many of the executive 
reservists would become full-time employees of the Government. 
We have got as executive reservists in ODM right now, for example, 
some people from colleges and universities, and you and I know 
that they will not come in on a WOC basis. In the event of general 
mobilization, they are going to come in on a full-time basis as Gov- 
ernment employees, because they would have no alternative. The 
same thing is true I think in many instances, not all instances, of 
people that might come in from organized labor. Some of them I 
think probably would prefer to come in under the WOC basis; others 
would come in on a full-time basis. So it does not follow that every 
executive reservist would automatically become WOC. Some would 
and some would not. 
Senator Morse. Under Executive Order 10182, which provides as 
you have already testified that the WOC not negotiate any contract 
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that involves his private employer, what precautions do you take to 
make certain that WOC has a thorough understanding of that 
provision of the Executive order? 

Dr. FLemminc. Mr. Chairman, taking my own ageney, I would 
like to ask the General Counsel to outline the procedure we follow 
within our own organization. 

Mr. Kenpati. We have in the organization, Senator, issued an 
order calling attention to this Executive order and requiring that if 

inything of the sort comes up where vou would be dealing with your 

own company or some related company that the matter go to the 
superior of the person who might deal with it, so that the first man 
would have nothing to do with it. I should poimt out, however, 
that only in a very few cases would a WOC contract with private 
industry, so it is not nearly the problem in the ODM that it would 
be in the other agencies, and I am not familiar with the measures 
they have taken to assure that recognition of the Executive order. 
1 should say, though, that in World War IT we had virtually no cases 
of dollar-a-year men taking over Government relationships with 
their own companies. They just did not want to do it, just as you 
would not want to do it. 

Dr. Fremmine. Mr. Chairman and Senator Morse, may | say this: 
| think we are indebted to one person for the very substantial progress 
that we have made in the direction of handling that problem, and that 
one person is John Lord O’Brian, who was the General Counsel of 
the War Production Board throughout World War II, and I would 
like also to say that Mr. Kendall was associated with him at that time. 
He came to grips with this problem in a way that I do not think 
anyone else has that has come into the Government. As a member 
of the Commission, I remember talking with him about it a good 
many times. He realized that we had to do something along the line, 
and so he began working on the kinds of safeguards that were built 
up one by one and that are reflected in this 1950 Executive order. | 
think that we just ought to stay with that. As I say, if by experience 
we discover other safeguards that ought to be built in, we should build 
those in. Taking our own organization just as an illustration of the 
extent to which we try to lean over backward on this, | asked Mr. 
Kendall to draw up a memorandum for me a few weeks ago applying 
not only to WOC people but to career employees, and so on, saying, 
“If you have had any contact of an official nature on a personal basis 
with a company that has a matter pending before the Office of Defense 
Mobilization, you should disqualify yourself.”’ 

Here is what I had in mind. Let us assume that a career employee 
applied for a job with a company that has business before ODM and 
was turned down, and then he handled something involving that 
company and handled it adversely. They might very well come to 
the conclusion that he was prejudiced against them because of the 
fact that they had turned him down. Or you can veverse the situa- 
tion completely. Supposing he had had previous contact with them 
of a favorable nature as far as his own personal interests are concerned. 
So we have asked them to go that far and to disqualify themselves 
immediately if something comes before them involving a company 
that they have had prior personal relationships with. We keep look- 
ing all the time for possible gaps here and try to close them as soon as 
we detect them. 
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Senator Morse. Mr. Kendall, you spoke of the transfer of the item 
where an individual would have a self-interest. Was that transferred 
to a subordinate? 

Mr. Kenpautu. No, sir. I do not think that would serve the pur- 
pose. The idea is to step it up until you get it, if necessary, to the 
Director. 

Dr. FLemmineG. Senator Morse, I certainly would disapprove any 
move in that direction of transferring it to a subordinate. I think 
that that would be a serious mistake. It should be moved up the 
line in every case. 

Senator Morse. Moved up the line to a regular full-time Govern- 
ment employee instead of to another WOC? 

Dr. FLtemmine. Well, sometimes it would, of course. In other 
instances it might not. I mean conceivably it could move up the 
line to a WOC employee who had no interest at all in that particular 
area and that particular company. If he did, then he should dis- 
qualify himself, until it finally hits the top of the organization if 
necessary. 

Senator Morsr. Do you know whether or not there was any evi- 
dence that any of these WOC’s have ever worked on tax-amortization 
problems involving their own companies? 

Dr. Fuemminec. I know of no evidence along that line, no evidence 
at all. 

Mr. Kenpauu. Neither do I. 

Dr. Fiemmine. That certainly is a case in point. That is the 
kind of area where they should disqualify themselves immediately. 

Senator Morse. Therefore, you would not know whether or not, 
if they did work on any of those problems, they were consulted or 
made any suggestions in regard to the percentage that should be 
taken into account in determining the amortization? 

Dr. Ftemminea. The same answer would apply to that. We have 
had situations, Senator Morse, for example, where recommendations 
involving an expansion loan for a particular industry have come to us 
up through industry divisions, where those recommendations have 
been challenged by people who thought that they had taken too 
narrow a point of view on the thing, and where we have had to go out 
and recruit some kind of expert to come in and take a look at the whole 
situation. ‘To give you one illustration, about a year ago we were 
having a pretty vigorous debate as to whether or not any new expan- 
sion goal should be set in the nitrogen area, pretty largely a debate 
between Commerce and Agriculture, and we had to step in and resolve 
that. As I recall it, we resolved it in a manner that was adverse to the 
position taken by the industry. We had the same kind of problem 
involving the cement industry, particularly on the west coast in the 
California area, where the industry was saying, “No, we don’t need 
any expansion at all,’’ and where vigorous representations were made 
to the effect that expansion was needed. We brought in an outside 
man who had no connection with the cement industry at all, sent 
him out there, asked him to look at the picture and give us a report. 
On the basis of that report, we increased the geal. 

Senator Frear. May I inquire, sir—I know of your extreme interest 
in this matter, but our time is getting to the point where we will 
probably have to recess, and I do not know whether we can finish with 
Dr. Flemming or not. 
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Senator Morse. May I say, Mr. Chairman, that I think it is of 
utmost importance, and I am not at all interested in any shortcuts to 
this examination. 

Senator Frear. We have about 10 more minutes, Senator Morse. 

Senator Morse. I will proceed with the examination. 

Senator Frear. I was not in any way trying to cut off your ques- 
tions. 

Senator Morse. Mr. Flemming, you were a Civil Service Commis- 
sioner, and I have a tremendously high regard for the public service 
that you rendered there and in the capacity in which you now serve 
the Government. As a Civil Service Commissioner, you were very 
familiar with the detailed mformation that is required in form 57? 

Dr. Ftemmine. Right. 

Senator Morse. In fact, I think the record should show that form 57 
is not without your imprint. 

Dr. Ftemmina. I think that is correct, sir. 

Senator Morse. In form 57, we are very much interested in old 
employment background of the applicant, are we not? 

Dr. FLemminc. That is right. 

Senator Morsre. We are not only interested in the economic back- 
ground as far as employment is concerned, but we are interested also 
in questions of loyalty to our Government. 

Dr. Ftemmina. Exactly. 

Senator Morse. Coming to the investigations that are made of 
WOC’s, what line of inquiry is followed that would correspond to a 
form 57 for a Government applicant? 

Dr. FLemmine. Senator Morse, the same line of inquiry. They 
fill out—it may be it is a short form 57 now. I do not know that. 
I would have to check that. I will stay within the Office of Defense 
Mobilization. They are subjected to a complete field investigation 
and are not given clearance for secret and top secret unless that 
investigation is satisfactory. In other words, they must follow, on 
the investigating side of it, identically the same procedures as are 
applied to the career employee. 

Senator Morse. Would you say that detailed inquiry is made so 
that it would be fair to assume that we know as much about their 
economic loyalties as we try to know about the political loyalties of 
form 57 applicants? 

Dr. Fiemmine. Well, I do not know just how I would respond to 
that question. Let me put it this way: As a result of the investiga- 
tion, | am sure that we have very full and complete and adequate 
information relative to their character and loyalty, and I think the 
question of character is inherent in the question that you just addressed 
to me. 

Senator Morse. I think so. Do we have information which 
gives us the detailed knowledge of their professional history, their 
directorships, clients they have served, their investments and other 
commitments they may have? 

Dr. FLemminec. In answer to that, first of all, their detailed employ- 
ment history, yes. In the case of a lawyer, I do not know that we 
would have a list of all of the clients that he had served over a period 
of time, but, of course, if he were an official in a corporation or was 
serving as counsel or assistant. counsel of a corporation, that would 
show up on the employment history. As far as his investments are 
concerned, what is the requirement there, Mr. Kendall? 
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Mr. Kenpauu. The present requirement is that all investments of 
employees of ODM be made known to me for review, on the possi- 
bility that it would show an interest of sufficient magnitude that they 
should be limited in their employment activities. 

Dr. Ftemmine. Might I ask, is that a procedure that would apply 
to some extent in WPB days? 

Mr. Kenpauu. Yes, we used to do the same thing at the War 
Production Board. 

Senator Morssz. Mr. Kendall, take this matter of the lawyer who 
becomes also a business executive but maintains his connection with 
the practice of law, which is hypothetical again. Take the rubber 
industry. You put the lawyer in an executive position in WOC who 
has represented a good many rubber companies, say, in antitrust 
suits. Would that ‘knowledge be known to you be fore the appoint- 
ment was made? 

Mr. Kenpa.u. Yes, it would, sir. Our problem is relatively simple 
because we have so few people. It is a small agency. Some of your 
problems would be much more difficult in a larger agency. 

Dr. Fremmine. I think I should say this, Senator Morse. In view 
of the period that we are now in, it seems to me that ev ery agency of 
Government can be just as careful. It does not get in the way of 
handling day-by-day operating problems to be this careful, because 
none of our problems are so hot that they cannot be held up a little 
while we make checks of this kind. So I feel that the care that is 
exercised primarily through the office of our General Counsel is the 
kind of care that should be exercised throughout the Government. 

Senator Morse. Your testimony as to this so-called investigation 

of the economic interests of WOC is limited to ODM, or are you testify- 
ing that this procedure you are outlining is generally followed in these 
other agencies as well? 

Dr. Fuemmine. For any WOC person that is brought in to a posi- 
tion where he would have to have access to secret and top secret, it 
would be the same type of investigation. 

Senator Morse. Many of the WOC’s are vice presidents or junior 
partners of these business concerns rather than the top executives, and 
that is understandable. Do you think that there is any problem that 
we need to be on guard against that these junior executives come to 
their jobs with the Government with divided loyalties, one to the tax- 
payers and one to the best ec onomic interests of that industry, if not 
of that particular company? 

Dr. Fiemme. It could have that kind of a conflict. It seems to 
me that unless a man could come in and adhere not only to the letter 
but the spirit of «he Executive order to which we have referred a num- 
ber of times, he just should not come in and should not be brought in. 
That again brings us back to the point whether or not persons of that 
kind when they come in do adhere to the letter and spirit of that Execu- 
tive order. In other words, is it enforced in the right way? 

Senator Morse. Is it your opinion, Mr. F lemming, that the agencies 
other than ODM using WOC’s under section 710 (b) have been as 
successful as you believe you have been in protecting the public inter- 
est from possible economic selfish interests of WOC’s? 

Dr. Fiemmine. Senator Morse, nothing to the contrary has been 
called to my attention personally, and I might say that if anything 
to the contrary were called to my attention I would not hesitate a 
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minute to take it up with the head of the agency concerned and ask 
for corrective action. Although I do not have any line of operating 
responsibility, I feel I have an obligation to the Congress to do every- 
thing I can to make sure of the fact that the provisions of this act 
are adhered to rigidly by the various departments and agencies of 
the Government. 

Senator Morse. In view of the fact that this cold-war problem is 
apparently of such long potential duration, do you think the Govern- 
ment could afford to train these special experts in these various 
industries that we need, rather than select them on a WOC basis? 

Dr. FLEMMING. Senator Morse, I think that we can afford to and 
should train a nucleus group within our various departments and 
agencies of the Government, and in some spots that is moving for- 
ward and moving forward in a very satisfactory manner. But my 
own judgment is that if we were up against general mobilization we 
would have to supplement that group by persons from the outside. 
The magnitude of the operation would require it. 

Senator Morse. Perhaps you would have to have plans made for 
bringing them in. 

Dr. Fiemminc. That is right, and our whole objective here, in 
other words, is to get this business of planning to bring them in right 
on top of the table and have it a matter that both the Congress and 
the executive branch indicate they believe in, so that when we talk 
to people about coming in and serving as an executive reservist we 
can say to them, ‘‘Now, look, this isn’t a program that some fellow 
that is now in office got in the back of his mind and is trying to work 
out. It is something that the United States Government really 
believes in, and the legislative branch feels as we do that there is an 
urgency about this, and that we should have people trained and 
ready to come in.” 

Senator Morse. That creates quite a problem, as I see it, in how 
far we should go in giving certain selected individuals undue advan- 
tages over the rest of industry. It seems to me that we ought to do 
what we can to see to it that the Government interests are served by 
full-time employees and the others are kept somewhat on a briefing 
basis. How many of these people, for example, are selected from 
small business? 

Dr. FLemmina. Again we would have to make a check to determine 
that. I am sure that some are represented, and I am sure that they 
should be, Senator Morse. 

Senator Morse. Might I ask this next question: Would you supply 
the committee with a detailed list of people who have been employed 
without compensation under the provisions of section 710 (b), giving 
their names, titles, and functions in Government, home address, 
company or firm, positions held, directorships held, and dates of the 
oa appointment? I am asking for it to cover the period 
July 1, 1950, to date, and private connections to cover the period 
July ' 1945, to date, showing changes after leaving the WOC position. 
This last item may not be immediately available, I recognize, but it 
can be submitted in a separate statement. Any cases of multiple 
employment should be noted, because this is the test that I am brewing 
or cooking. I want to know what happens to these people, because 
I think we have a job here of going behind the curtain and seeing to 
what extent, if any, these people have taken advantage of Government 
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employment. I will be very much interested in some of Judge 
Barnes’ testimony to follow yours, because I think his personnel 
problem is also directly related to our antitrust law problem. I think 
we have to take some steps here to check the antitrust abuses which 
I think are mushrooming in this country. That is the purpose of this 
inquiry—not to put anyb ody on the spot, but to try to find out as a 
legislator how this thing has been working out in fac 

Dr. FLemmMinG. Senator Morse, as far as the first part of your ques- 
tion is concerned, we can certainly get that information. It will take 
us a little while to get it. I should call attention to the fact that it will] 
undoubtedly involve literally thousands of names for the period 
covered by your question. We can get it and will be very glad to get 
it. Would you mind reading the senond part of your question again? 

Senator Morse. I have only given you the first part of the question 
I will give it to you in writing, and you will have all these items set 
out in the written question. 

Dr. FLemminec. Fine. 

Senator Morsx. The second part of the question is the list of ee 
agencies I would like to have the information on besides ODM, 
you run into no security matter. Assuming that no security m Slee 
is involved in supplying the information, the agencies I would like 
to have are ODM, National Security Resources Board, the Defense 
Production Administration, National Production Authority, the Eco- 
nomic Stabilization Agency, the Office of Price Stabilization, Petroleum 
Administration for Defense, the Department of Commerce, the Depart- 
ment of Defense, and for that matter other agencies that I may have 
overlooked that have WOC’s. I want to see how this has worked out, 
let me say, speaking very academically, because my approach to this 
is an academic approac th. I think we in the Congress get so much in 
the habit of passing a piece of broad administrative legislation and 
we delegate tremendous powers under it. It goes on downtown and 
we do not see anything, figuratively speaking, about it again. We do 
not follow through to see what happens in the administration of our 
own legislation. We have a proposal here to expand and to set up 
what may be a very, very much needed program. If it is, 1 want to 
vote for it; but I want also to be in a position to be able to say, “This 
is the way ‘the WOC program has worked in fact. Here have been its 
assets. Here have been its liabilities.” I have just as much duty to 
find out what the assets have been as the liabilities. If there have 
been some liabilities, however, I want to know it, so that I can then 
as a legislator seek to put some checks in it. 

I do not have to tell you this line of questioning already implies 
that I have been, shall I say, bombarded by suggestions that there 
is a great need for some safeguards to be written into this proposal 
because of allegations of abuses. I do not know whether the alleged 
abuses will stand up or not, but this would be just some material that 
I can use either to rebut those that claim there are abuses or show 
that the abuses can be substantiated. 

Dr. Ftemmine. Mr. Chairman and Senator Morse, may I say that 
we will endeavor to supply for the record the information called for 
by Senator Morse. As he suggests, there may be some practical 
difficulties as far as certain aspects of it are concerned. If there are, 
we will get in touch with him and with you regarding that. 

Senator Morss. I would hope there would not be. 
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Dr. FLemmina. I am sure the Senator appreciates that it will take 
a little time to pull it together, because that involves what I might 
call inactive personnel files that have found their way into the archives 
and out into warehouses in St. Louis. So it will take a little time to 
get it together, but we will go to work on it. 

As far as I am concerned, Senator Morse, we welcome the closest 
scrutiny on the part of this committee or on the part of the Joint 
Committee on Defense Production of everything that we do in con- 
nection with the executive reserve. I would like to once again make 
the point that not all executive reservists under this concept will 
become WOC. 

(The information referred to had not been received at the time of 
going to press.) 

Senator Morse. I will hold my other questions until the rest of 
you have had a chance. 

Senator Frear. Have you finished your request for the material 
that you want? 

Senator Morssz. On this particular section. 

Senator Caprnart. First I want to say, Senator Morse, that I agree 
with you 100 percent that Congress in the past has given too many 
blank checks, and I have been so stating for many, many years. | 
have just a few questions with respect to that. 

Why do you hire WOC personnel in the first place? 

Dr. Fiemmina. Well, the question really relates to why has the 
Government been doing it in World War II, post-Korea, and now: In 
order to obtain for comparatively short periods of time the services 
of persons who are particularly well qualified to discharge specific 
responsibilities. 

Senator CaprHart. In other words, in order to get men with 
experience? 

Dr. Fiemminea. That is right. 

Senator CappHart. Men that you only use for short periods of 
time? 

Dr. Fiemmine. That is right. 

Senator Cappsart. That is the reason why you hire them? 

Dr. FLemminc. That is right. 

Senator CaprEHart. Are any of these WOC’s ever at any time put 
in a position to make policy or to enter into a contract? Is it not the 
fact that in every instance they are purely advisory, and that some- 
one above them makes the policy or enters into the contracts with 
other people, and that they are strictly 100 percent advisory? 

Dr. Fiemmina. I was thinking in terms of the whole history of the 
WOC’s, Senator Capehart. I do not believe that I can answer that 
affirmatively. There are cases. 

Senator CapnHart. Let me change my question. The reservists 
that you are talking about, are they not to be 100 percent advisory? 

Dr. Fiemmine. During the period of their reserve training and so 
on, yes. Some of them in the case of general mobilization might be 
brought into key spots. 

Senator Caprenart. In the list I hold in my hand, which I think you 
have a copy of and which was put into the record by Senator Morse, 
take the Automotive Division. It says the director is Joseph Eskridge. 
Is he in a position to enter into any contracts with anybody or make 
any policies? 
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Dr. Fiemmine. I doubt it. Secretary Weeks, of course, would 
have to answer that specifically. 

Senator CaPEHART. You could not answer then in respect to any of 
these people on this list specifically? 

Dr. Ftemmine. No, but if I were generalizing as far as that list is 
concerned, I would say none of them had authority to enter into 
contracts. 

Senator CaPenart. If you decided to train people for this work, as 
suggested I think by Senator Morse or someone else, who would you 
get to train them? 

Dr. FLEMMING. Some of these same people. 

Senator CAPEHART. You would get these same people. In other 
words, you would have to have somebody with experience to train 
them, would you not? 

Dr. Ftemmine. That is right. 

Senator CapEHAarRtT. How would you handle that? Would they be 
handled as WOC’s or would they be put on the permanent payroll of 
the Government? 

Dr. Ftemmina. I think, Senator Capehart, you would be right back 
to your WOC problem 

Senator CaPpEeHART. Is not the problem here one of just common 
decency and honesty on the part of these men? 

Dr. Fuemmina. That is right; and as I indicated in response to one 
of Senator Morse’s questions, I think we have an outstanding record. 

Senator CapeHart. Of course, these names that I have before me 
in my hand I presume worked for the Department of Commerce? 

Dr. Fiemmina. Yes. 

Senator CaprHart. What is to keep the Secretary of Commerce, 
if he wanted to, from consulting with these people in every respect, 
without even having a list of them or without even naming them? 

Dr. Ftemmine. Nothing. He could do it. 

Senator CapeHart. Is it not a fact that one of the liberal parts of 
our Government and one of the reasons why we are a representative 
form of Government is that the people running the Government are 
not dictatorial, and that they do consult with the people? They do 
consult with those that have knowledge and those that have experi- 
ence, and permit the people to petition them for redress, and so forth? 

Dr. Fiemmina. I think that is a part of our responsibility as public 
officials, to do just that. 

Senator Capenart. Would you ever deny, for example, any 
industry, big or small, the right to be heard? 

Dr. FLtemminc. No, sir. 

Senator CapeHart. To appoint an advisory committee to meet 
with the heads of the Government from time to time and give them 
their viewpoint? 

Dr. Fiemmine. No, sir. 

Senator Caprnart. If you did, would you not be smacking of a 
dictator? 

Dr. Fiemminc. I am sure that would be a very fair allegation. 

Senator CapeHart. Do you believe that every man is dishonest? 

Dr. FLemmine. No, sir; I do not. 

Senator Caprnart. Of course you do not. 

Dr. Fiemmrine. As I indicated, Senator, I think the record with 
the WOC speaks for itself. 
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Senator Caprnart. For example, I see one name on this list—Hueh 
A. Barnhardt, from Rochester, Ind., who politically isa Democrat, and 
who is a very small-business man. He runs the Rochester Telephone 
Co., which is a small telephone line. I understand he is here for 6 
months, helping on what they call the Communications Equipment 
Division. 

Dr. Fuemmine. Right 

Senator Caprnarr. Does he get his expenses paid? 

Dr. Fiemmine. Yes 

Senator CapenartT. How much a day does he get? 

Dr. Fremmine. Fifteen dollars a day. 

Senator Capenarr. He gets an allowance of $15 a day to pay his 
expenses. He gets no nes 

Dr. Fiemmine. He will get his transportation back and forth, and 
in all probability he does not get anything beyond that. 

Senator CapreHArt. How are you going to hire a man, any kind of 
man, that has had any experience? If you hire a man that has 
worked for other people or worked for himself, he has had experience 
He has made contacts. He has made friends, and he has done busi- 
ness with people. You hire him into the Government on a WOC 
basis or on a permanent basis, and he comes in and spends 6 months 
or a year and decides to get out; or you hire a man that has had no 
experience in business and Government and he spends a couple or 
3 years and gains a lot of information and knowledge and he decides 
to get out and use that knowledge to his own personal benefit. May- 
be during the time he is in the Government, this fellow that you are 
looking for or that some people are looking for that has never had 
any experience—he gets out of college and he says, “‘I will go into the 
Government for 2, 3, or 4 years, and while I am there I will serve 
people properly and will become acquainted with them and 1 will 

rain a lot of knowledge. Then I will go out and cash in on it.” Is 
that not possible? Is that the other side of the argument, that all 
businessmen that may come in and serve on a WOC basis may take 
advantage of the Government? ; 

Dr. Fiemminca. There is no doubt about it. 1 think I indicated 
that in response to one of Senator Morse’s questions that that is the 
basic issue that presents itself to us. Whether we are dealing with a 
career civil servant or whether we are dealing with a WOC civil serv- 
ant, he can use his job in such a way as to put himself in a very favor- 
able position with a particular concern. 

Senator Capenart. To go out later and be employed by them later? 

Dr. FLemmuine. That is right. 

Senator Capenarr. In fact, my personal opinion is that there is 
more danger in that direction than there is in the direction of these 
WOC’s 

Dr. FLemmina. Well, it certainly has to be watched, and I think 
I am in a position where I feel that as a Government we have made 
real progress in the direction of establishing standards and getting 
acceptance of standards that serve to be a restraining influence on 
both the career civil servant and the WOC. 

Senator CaPpEHART. We have the situation today of many, many- 
and I am not criticizing them at all, but I am just being factual— 
generals and admirals retiring and going to work for big corporations. 
| think we have a situation today where many, many young men are 
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vetting into Government in order to get X amount of experience, 
knowing that they were going to try to at least hire themselves out to 
private employers. I also have noticed that private employers are 
very anxious to hire these people who have had a year or two or three 
or four years’ experience in Government and thereby get the ad- 
vantage of their knowledge. 

Dr. FLumMMiInG. Senator Capehart, might I say to you and Senator 
\forse on this that what we are dealing with here is the basic tempta- 
tion of a person trying to serve two masters. ‘The career civil servant 
can focus his attention on X company and say, “There is a company 
that I would like to work for sometime.” He can have a problem 
presented to him which involves X company, and it seems to me he 
has just as tough a decision to make as the WOC man who comes 
in and who is called upon to deal with a problem that involves his 
former company or industry. 

Senator CapEHartT. I think much tougher. I think if you had 
vay of finding it out that you would find out that many career Gov- 
ernment employees are propositioned that “Some of these days you 

ill want a job in private industry. You don’t want to stay with the 
Government all your life. You just be favorable to my cause or my 
project and you are an awfully wise fellow, and some day I am going 
to be needing somebody with your experience.” In other words, | 
do not see how you are going to solve this problem at all except to 
eternally keep after it—-— 

Dr. FLemmine. Eternal vigilance. 

Senator CaprHarr. And try to educate the people, whether they 

e from industry or whether they be career employees, that they must 
be absolutely honest. 1 can see where, as I said a moment ago, you 
could get into more trouble with Government employees than you 
ever will with people you bring in from industry for a short period of 
time. This Government employee some day wants to get out into 
private industry and, being a human being, he is more likely to fall for 
temptation or just as likely to fall for temptation as the businessman 
who comes in temporarily. 

Senator Mors. Senator Capehart, one item of information to 
make it clear on the record. Senator Capehart has used this analogy 
of industry advisory committees. We have been talking here about 
really two groups of WOC’s. I think we ought to distinguish as to 
their duties. The WOC that is brought in to head up a division in 
ODM isa polic: y former. He determines policy. He is not advisory. 

Senator Capgenart. What kind of fellow? 

Senator Morse. One that is brought into ODM to head up one of 
these divisions of ODM. He forms policy. 

Senator CapeHArtT. But there is nothing like that in this reservist 
group. 

Senator Morse. That is the second group, this reserve group. You 
are pointing out that they have no policvmaking function at all. They 
are coming in really to be briefed by the Government. 

Dr. Fiemuine. Trained. 

Senator Morse. Trained and briefed, and they have nothing to do 
with contracts. They have just been brought in really for education 
in the relationship between Government and industry in time of a 
hot war. 

Dr. Fiemuine. That is right. 
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Senator Morse. But the other group of WOC’s we have been talk- 
ing about also are those that are in policymaking jobs. 

Dr. FLemmine. That is right. 

Senator Morse. I am raising a question as to the advisability of 
that kind of a Government setup as well. As to those particular 
employees, even though they do not enter into any negotiation of con- 
tracts involving the company, they do help form policy, though, that 
affects the entire industry of which their company is a part. “In that 
sense policies that they help form may have a considerable influence 
on the economic welfare of their company as well as every other com- 
pany in the industry. Is that not true? 

Dr. Ftemminc. That is correct, and that is one thing that it seems 
to me such a person has got to keep in mind and disqualify himself 
when it is obvious that what he is working on would have a very 
heavy impact on his former company. 

Senator Frear. The subcommittee will stand in recess until 
3 o’clock in the old Supreme Court room in the Capitol. 

(Whereupon, at 12:53 p. m., the subcommittee recessed until 
3 p.m.) 

AFTERNOON SESSION 


Senator Frear. The subcommittee will come to order. 

Pending the arrival of Senator Morse, for the record I would like 
to submit some questions that you might answer if you will, please. 

Dr. FLemmina. Yes, indeed. 

Senator Frear. Do you consider the Defense Production Act con- 
tains any authority for defense manpower polic; y No. 4? 


Dr. FLemminc. The answer to that is “No.” 

Senator Frear. Do you think defense manpower policy No. 4 is 
accomplishing any substantial good at the present time? 

Dr. FLemminc. Mr. Chairman, I would have to admit that not a 
great deal has been accomplished by it. As you know, it has gone 
through a rather interesting evolutionary stage, and has now been 
watered down to the point where it cannot be of a great deal of 
practical help but there are a few instances where I think it is being 
of help to the communities that are classified as group-4 areas by the 
Department of Labor. 

Of course, as you know, it has been modified so that it conforms 
completely to the action taken by the Congress, particularly in 
connection with language that has been attached to appropriation 
bills. 

Senator Frear. What plans have you, if any, for eliminating the 
discrimination against very small areas which defense manpower policy 
No. 4 now creates? 

Dr. Fiemmina. I asked the Surplus Manpower Committee that 
functions in the Office of Defense Mobilization to take a look at that 
and just offhand it seems to me that the only equitable way of handling 
that is to permit those smaller communities to put in a bid to allege 
that they do have sharp unemployment and then to have that checked 
to see whether or not it is true and if it is true to consider them just 
as you would in one of the classified areas. 

Senator Frear. I suppose there are always some marginal areas 
that are probably rather difficult to put into one category or the other. 

In the event of that, I assume that the agency would attempt to do 
its best to relieve the situation. 
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Dr. Fiemmrinea. Actually, you have a situation where the Depart- 
ment of Labor does not have the resources to go out and make an 
investigation in all of these areas, so that I think the only thing to 
do is to say to an area that has not been classified because no investi- 
gation: has been made, “Look, do you want to submit a bid? All 
right.” At the same time if you allege that your conditions of unem- 
ployment are equal to those in the cities that have been classified, we 
will take a look at it. If we agree with you, we will accept the bid. 

Senator Frear. I think the Senator will probably be interested in 
this following group of questions I have here, Dr. Flemming. They 
are all very short and will only take a minute or two. 

I have seen and you, no doubt, too, a great deal in the newspapers 
about shortages of aluminum, particularly for small business, and 
releases of aluminum to industry. Can you tell us just briefly what 
is happening in that field, now? 

Dr. Ftemmine. Yes, we recently received a recommendation from 
the Department of Commerce, the substance of which was that we 
not acquire any aluminum for the stockpile during the third quarter 
of this calendar year. I presented that matter to the Defense Mobil- 
ization Board and they advised me to accept that recommendation. 
I have decided to accept it and have so announced. 

That means that for the first time since prior to Korea, the Gov- 
ernment will not be a factor at all in the aluminum market during 
the third quarter. 

In other words, all that is produced will be available for consump- 
tion by the civilian economy and we will not put any of it in the 
stockpile. We have not made any decision as to the fourth quarter. 
We will consider that matter around the first of August. 

Senator Frear. What materials are now being allocated under 
title [? 

Dr. Fuemmina. No materials are being allocated under title I, at 
the moment. 

Senator Frear. What agencies are now making use of the guaran- 
teed loan provision provided for in section 301? 

Dr. FLemminc. Primarily the Department of Defense. 

Senator Frear. Do you think it is desirable to continue that? 

Dr. Ftemmina. Yes. The Department of Defense has found it to 
be very helpful and continues to find it to be helpful. 

Senator Frear. What programs do you have now running under 
the loan provisions of section 302? 

Dr. Ftemmine. We have not, Senator Frear, made any loans under 
that provision in the last 2 years. 

Senator Frear. That is of no great value presently but you think 
it should be continued? 

Dr. Ftemmina. We do feel that way. 

Senator Frear. You would like it as a standby? 

Dr. Ftemmina. Yes, and also as I indicated earlier this morning we 
do have gaps in our mobilization base. We may be able to close one 
of those gaps by a combination of tax amortization, along with a loan 
guaranty, and we feel that it is a tool that should be available to us. 

Senator Frear. I am sure you have an expert answer for this 
question: 

The proposed Federal Employees’ Salary Increase Act of 1955— 
that is Senate 67—as reported in the House, strikes out section 710 (a) 
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authorizing an unlimited number of supergrades, along with other 
special supergrade provisions. Instead a total of 1,200 supergrades in 
the whole Government is allowed. Would this change affect your op- 
erations any, instead of having the supergrades specifically allocated, 
just allocating 1,200 for the entire Government? 

Mr. Fiemmine. Mr. Chairman, it is a little difficult for me to 
answer that without making a study of the situation because lam not 
sure how many are outstanding under the various acts, at the present 
time. Conceivably, it could put a limitation on us if we had to move 
into a stepped up or sharply stepped up mobilization program. With 
your permission I would like to take a look at it and file an additional 
statement for the record on that. 

Senator Frrear. We would be happy to have you do that, Doctor. 

Dr. FLemmine. Thank you. 

The information referred to follows: 


krrect OF PROPOSED LIMITATION ON SUPERGRADES 
S a bill dealing with salary rates in the civil service, includes a provision 
repealing the authority of the Defense Production Act for the creation of positions 
in grades 16, 17, and 18 of the general schedule, This section of the bill further 
li nber of such positions in the Government, with specific excep- 


limits the total m 
is, to 1,200 
1 am advised that the total number of supergrades in the Government today is 
something less than 1,200 and it would therefore appear that the limitation is 5. 67 
would not constitute an immediate burden upon operations under the Defense 
Production Act, 


It should be noted, however, that basic authority for the creation of top-grade 
xecutive positions would be a matter of importance in the event of stepped up or 
all-out mobilization. Thus some measure of preparedness is lost to the Govern- 
ment by the repeal of this particular Defense Production Act. authority. 

Senator Frear. How do you subsidize aluminum payments? Do 
you or do you not pay for power in the manufacture of aluminum? 

Dr. Ftemminc. Mr. Chairman, we have two contracts that were 
entered into I think soon after the outbreak of hostilities in Korea, 
known as the Baden and the Massena contracts. Both of them are 
with Aluminum Co. of America, and I will ask Mr. Kendall to state 
the provision of the contract that you have in mind. 

Senator Frear. What I am particularly interested in knowing is, 
are you operating under the same agreement now that you entered 
into at the original date—has the agreement been altered or is it still 
in effect? 

Mr. Kenpa.u. It is still in effect and it is about to run out. The 
question of continuing it is now under consideration. It provides for 
the payment of power cost in excess of 5 mills per kilowatt-hour for 
the production of that aluminum. Five mills is something over an 
ordinary economic rate for the production of aluminum, but the 
company bears the cost of 5 mills and the Government pays the excess. 
| believe it has been running in the past about 3 mills in excess. 

Dr. FLemminc. The Department of Commerce, Mr. Chairman, has 
recommended that we extend the contract for another year. We are 
looking into it at the present time to see whether or not we should 
make such an authorization. 

Senator Frear. Are there any other manufacturers of aluminum 
that could be in the same category, that you might enter into a 
similar agreement with? 

Dr. FLemmine. I do not know of anything that is pending or any 
contemplated proposal along that line. 
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Senator Frear. Is the proposal initiated by ODM or Alcoa? 

Dr. FLemmina. This came soon after the outbreak of hostilities in 
Korea. I imagine it was an operation of the old Defense Production 
Administration. 

Mr. Kenpauu. Either that or possibly the National Security 
Resources Board. 

These two plants, sir, were built some time ago and they are not 
economical for ordinary commercial operation. For a while a similar 
arrangement existed with both of the other major producers, I believe 
because of the high cost of early introduction of their production, 
getting it on the line early. Those contracts have run out and there 
is no occasion that I know of to renew them. I do not think any 
company is seeking anv renewal of that sort of arrangement except 
Alcoa, and Alcoa is willing to do it or stop doing it, whatever the 
Government says. 

Senator Frear. Are they subject to the Renegotiation Act under 
vour agreement? 

Mr. Kenpauu. | would have to check that to be sure, Senator 

Senator Frear. That is not extremely important but if you would 
check it, I would appreciate it. 

The information referred to follows: 


RENEGOTIATION OF THE BADEN-MASSENA CONTRACT 


The Government’s contract with the Aluminum Co. of America for production 
of aluminum at the company’s plants at Baden, N. C., and Massena, N. Y., is 
not subject to the Renegotiation Act. That act contains a specific exemption of 
contracts for the production of basic materials which have not been processed 
beyond the first form or state suitable for industrial use 


[ have several things on the subject of surplus labor areas that ] 
would like to put in the record at this time at the request of the 
chairman of the full committee. There is a memorandum and some 
letters. 

(The document referred to follows: ) 


MEMORANDUM ON PREFERENCES FOR SuRPLUS LABOR AREAS UNDER DEFENS! 
MANPOWER Pouicy No. 4 


Under the present system established by DMP No. 4, and the subsidiary 
regulations of the Labor Department and Defense Department, portions of 
procurements are set aside, when considered appropriate, for areas which have 
been designated as surplus labor areas. Bids are received and awards made o1 
the portion of the procurement not so set aside. Then bidders from surplus 
labor areas—if their bids were not more than 120 percent of the highest award 
made from the unreserved part of the procurement—are permitted to negotiate 
for the set-aside at a figure not higher than the award, or the weighted average 
of the awards. Furthermore, in case of tie bid, a bidder from a surplus labor 
area receives the award, subject to a prior preference for small bidders. 

In addition to benefits under procurement procedures, a tax amortization 
certificate issued in a surplus labor area may provide for a higher percentage of 
accelerated amortization, particularly where the unemployment is heavy and 
prospects for its continuance great. And under proposals being considered in 
the House of Representatives, preferences in the disposal of certain surplus 
foods may be given to surplus labor areas. 

The Department of Labor certifies areas as surplus labor areas, after a survey 
is made by the State employment service. The Department regularly surveys 
150 large areas. In addition, on request, the Department will survey smaller 
areas and if the total labor force is at least 15,000, the nonagricultural wage and 
salaried employment is at least 8,000, and it is not primarily a trade or service 
center, it will be certified, if it also meets the regular tests for a group-IV labor 
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surplus area: 6 percent or more unemployment, not primarily due to seasonal 
or temporary factors, ete. 

The Labor Department reviews the areas certified, every 2 months in the case 
of the large areas, and every 6 months in the case of smaller areas. 

If an area is certified, it receives the benefits described above. But if an area 
is found, on survey, to have a labor force of less than 15,000, then it is not eligible 
for certification as a surplus labor area, regardless of the percentage and duration 
of unemployment. 

This deprives the area of a preference which it should receive on the basis of the 
most significant tests, percentage and duration of unemployment. 

Even more unfortunate, however, is the fact that other areas which have been 
certified as surplus labor areas, though perhaps having a less severe rate of unem- 
ployment, are given a preference over these small areas. 

The amount set aside from a procurement is reserved for surplus labor areas, 
and firms in these small areas may not compete for the setaside, but only for the 
reduced amount of the procurement. And in the event of a tie bid, a bidder from 
a surplus labor area will take the contract away from the small area. In addition, 
businesses will be drawn away from the small areas by the inducement of additional 
accelerated tax amortization, in complete inconsistency with the dispersal program. 

As long ago as July 1952 recognition was given to the problem of the small 
area, which because of its size could not be certified, and Labor Department 
Bulletin No. 85 was issued to prevent a contract being taken away from such an 
area and sent to a surplus labor area. This order was canceled in November 
1953, when the present procedures were adopted. Since then these procedures 
have provided no relief for these small areas. 

\ number of arguments have been made to justify the discrimination against 
small communities: it would be expensive to survey them and to make the 
reviews considered necessary; there are few firms in these areas capable of handling 
Government contracts; most of the firms in these areas are small, and 
their problems can be solved by the Small Business Administration. 

This amounts to saying that contracts should be taken away from small com- 
munities and their small businesses, because it is expensive to give them fair 
treatment. And after this problem has been created, in order to save expense, the 
Small Business Administration would be asked to solve the problem, presumably 
enlarging its staff to do so. 

Jackson County, Ark., is an illustration of the way this policy works out. 
This county has a population of something over 25,000 (25,900 in 1950); Newport, 
the principal community, had a population of 6,254 in 1950. Unemployment in 
the area is substantial, around 900 at the present time. 

The Defense Department asked for bids on certain procurement, and set avide a 
share of the procurement for surplus areas. A firm in Jackson County submitted a 
bid, not low enough to share in the unreserved part of the procurement, but 
within the 20 percent which would have made it eligible to negotiate at the amount 
of the award for part of the setaside. 

The Labor Department surveyed the area, and found the rate of unemploy- 
ment well over 5 percent, but the survey also showed that the total labor force 
in the area was only 8,700. Jackson County could not be certified and the bidder 
could not compete for the setaside, in spite ot the 900 unemployed. 

It is a coincidence that 900 is 6 percent of 15,000. If Jackson County had 
a labor force of 15,000, and the same 900 unemployed, it could have been certified 
as a surplus labor area, 


May 10, 1955. 
Dr. ArtuurR 8S. FLEMMING, 
Director, Office of Defense Mobilization, 
Executive Office Building, Washington 25, D. C. 

Dear Dr. FLemmina: I want to call your attention to a case which has arisen 
under DMP No. 4 and the subsidiary regulations of the Labor Department under 
which portions of Defense Department procurements are set aside for areas which 
have been designated as surplus labor areas. 

The facts concerning this case are known to officials of the Department of Labor. 
However, for your convenience, the following is my understanding of the facts. 

Jackson County, Ark., has a population of approximately 25,900. Newport, 
the principal city, had a population of 6,254 in 1950. Unemployment in the area 
is substantial, around 900 at the present. The Defense Department recently 
asked for bids on a procurement of ammunition boxes and set aside a share of the 
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¥ procurement for surplus areas under DMP No. 4. A firm in Jackson County 

7 submitted a bid, not low enough to share in the unreserved part of the procure- 
e ment but within the limitation which would have made it eligible to negotiate for 

% a part of the setaside. The Labor Department surveyed the area and found the 
a 4 number of unemployed to be approximately 900 of a total labor force of approxi- 
e 2 mately 8,700. Jackson County was therefore found not eligible for certification 
n ¥ and the bidder was not permitted to compete for a portion of the setaside because 

4 of the requirement in DMP No. 4, or the subsidiary regulations, requiring a labor 
e x force within the area of not less than 15,000. 

It is a coincidence that 900 is 6 percent of 15,000. As I understand your regu- 
L lations, 6 percent unemployed is sufficient to qualify for certification, if the 
- ¢ labor force is not less than 15,000. Thus it would appear in this case that the 

‘ ineligibility of this county is not dependent upon the number of unemployed but 
; * rather the number employed. 
2 4 I am concerned about the policies of your agency and the Department of Labor 
i ; under DMP No. 4 and the inequities which were pointed out in a hearing by the 
. 2 Joint Committee on Defense Production on March 8, 1954, and | hope to have the 
| 3 opportunity of going into that subject later in a more comprehensive way. 
' q For the present, however, i want to call your attention to the obvious inequities 
| 4 and discriminations in the particular case which | have outlined above in the hope 
: | that vou will take notice of them in time to permit this bidder to compete for 2 
% portion of the contract. Please advise me as soon as possible what you propose 
; * to do about this particular case. 
; A copy of this letter is being sent to Seeretary Mitchell. 

j Sincerely yours, 

: J. W. Fuisricut, Chairman. 

: UNITED STATES SENATE, 

f COMMITTEE ON BANKING AND CURRENCY, 


2 
; 
: 
& 


May 10. 1954. 
The Honorable Jamrs P. MircHEt., 
The Secretary of Labor, Washington 25, D. C. 

Dear Mr. Secretary: I enclose a copy of a letter which I am sending to Dr. 
Arthur 8. Flemming. 

[t is not completely clear to me whether your Department or Dr. Flemming’s 
agency has the power to grant relief in the case described in my letter. If your 
Department does have this power, I would appreciate your advising me as soon 
as possible what vou propose to do about it. 

Sincerely yours, 
J. W. Futpricut, Chairman, 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, June 2, 1956. 
Hon. J. W. FuLsricar, 
United States Senate, 
Washington, D. C. 

Dear SENATOR FuLBRiGnt: This is in reply to your letter of May 10, concerning 
Defense Manpower Policy No. 4 and other regulations governing the extension of 
certain advantages in Federal procurement to areas of substantial labor surplus. 
4 In your letter you request that we clarify the responsibility of this Department 
and other Government agencies for the operation of this program. 

Defense Manpower Policy No. 4, originally issued in February 1952, is an 
overall policy directive of the Office of Defense Mobilization. The power to 
revise this policy naturally continues to be lodged with that agency. The 
responsibility of the Department of Labor, in connection with this policy directive, 
is to identify and classify areas of substantial labor surplus. Therefore, it was 
the Department of Labor which determined that Newport, Ark. was too small 
to classify. The Department, on a bimonthly basis, classifies the 150 largest 
labor-market areas in the country. Furthermore, the Department undertakes to 
review the labor-market situation in areas that are smaller and classifies them 
provided they meet the criteria for a group IV designation. 

As is obvious, in both these tasks practical considerations of staff and cost force 
the Department of Labor to set minimum-size criteria. In the case of the list 
classified on a bimonthly basis the minimum size was set at approximately 100,000 
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population in the labor market and 50,000 in the central city. In the case of the 
smaller areas the Department will review and classify areas with a labor fore« 
of more than 15,000 that have at least 8,000 manufacturing workers and meet 
the criteria for group IV designation. These minimum-size criteria were estab- 
lished in consultation with a Federal interagency committee composed of Govern 
ment departments having program responsibilities under Defense Manpower 
Policy No. 4 

The Department of Labor has seriously considered lowering the minimun 
criteria to 10,000 labor force and 5,000 manufacturing workers. However, the 
population distribution of our country is such that the workload would sharply 
increase both in the field where the reports are originally prepared and in Wash- 
ington where they are checked for uniformity and accuracy. Since the current 
classification system provides information concerning well over three-quarters of 
the nonagricultural workers in the country, these practical considerations led us t 
set the minimum limits at the current level. 

To avoid unfairness to unemployed in smaller areas than those that could be 
classified by the Department of Labor, we have worked out special arrangements 
with the Department of Commerce and the Small Business Administration 
When a smaili area is called to our attention and we find that it is experiencing 
substantial unemployment, the Department of Labor notifies both agencies 
of this fact. The Department of Commerce, through its Area Development 
Division, can provide technical assistance to the citizens of such an area in making 
the community more attractive to new business while the Small Business Admin- 
istration can provide both loans and procurement assistance. Notifications con 
cerning Newport, Ark., went to these agencies April 27. 

Let me assure you, and through you the citizens of Newport, Ark., that the 
plight of unemployed workers anywhere in the United States is of direct concer: 
to the Department of Labor. I hope that the arrangements we have made wi 
provide some measure of assistance to the community. 


Sineerely yours 


ll hs ct i tae ee ep A 


ArTHUR LARSON, 
Acting secretary of Lal or. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Orrice oF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Was hington, D. C., June 8, 1955 


Hon. J. W. Fucprt r. 
( ha ?? oe flee on Banking and Curren j, 
United Stotes Senate, Washington, D. C 

Dear SENATOR FuLBrRiacnt: This is in response to your letter of May 10, 1955, 
regarding the inability of a firm in Newport, Ark., to be considered on a Defense 
Department set-aside because this area is not classified by the Department of 
Labor. I urderstand that members of my staff have kept you informed of ou 
actions in this matter through Mr. Matt Hale of the staff of the Senate Committe: 
















on Banking and Curreacy. 

We recognize that occasionally a firm in an unclassified area is denied an oppor- 
tunity to compete with group LV areas on procurement set-asides even thoug! 
the community in whien the firm is located may be experiencing considerable 


} 


unemployment. Although it is my belief that such instances occur only rarely, 
upon receipt of your letter I requested the Surplus Manpower Committee to 
reexamine the policy in the light of the specific Newport case to see if there is an} 
practical means of eliminating situations of this kind. This committee, as you 
may know, is made up of representatives of the Office of Defense Mobilization, 
the Departments of Defense, Commerce, Labor, the Army, the Navy and the 
Air Force, the General Services Administration, and the Small Business Adminis- 
tration. 

The committee considered a number of possible solutions to the problem. One 
such possibility, of course, would be for the Department of Labor to reduce the 
present criteria for the classification of a large number of small communities. The 
Department of Labor staff indicated that in terms of present and prospective 
budget for the Department, any significant increase in the number of areas classi- 
fied is out of the question. 

Consideration was also given to a very quick survey of individual areas when a 
specific company appears likely to be ineligible to negotiate on a set-aside because 
the area in which it is located is unclassified. The Department of Defense, how- 
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feels that such special classifications would be virt 
municate to all their procurement officers « 
sufficient time for their use on a procurement aire: 


ually 


als 
While there appears to be no completely sati \ 
feel very strongly that no firm or community should be penal 

idministrative procedures deprive them of opportuni 
communities. I am, t| erefore, considering amending 

Poliev No. 4 in such manner a rmit firms in une 

are within 120 pe reent of Lie pI ‘urement award pl e t 

evidence of unemployment within their area and 


negotiation on set-asides. | hay asked the Sur | Is Many 


further examine the feasibility of such a policy modification, : 


reaction from the committee, I will get in touc! \ 
I sincerely regret that we have been unable to find a 
n time to be of help in the Newport case. Howey 
this matter to my attention and I am hopeful that 
develop and put into effect a revision of the polic 
problem 
Sincerely yours, 


ARTHUR 5 
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(The following was received from ODM on June 23, with reference 
to the above:) 
STATEMENT ON DEFENSE MANPOWER Pouicy No, 4 


DMP No. 4 provides that firms in areas with substantial labor surplus, as 
classified by the Secretary of Labor, shall under certain circumstances be given 
an opportunity to negotiate on portions of Federal procurements specifically set 
aside for the purpose. 


Many thousands of areas are of insufficient population and activity to justify 
classification by the Secretary of Labor, but, of course, there are some firms in 
such areas capable of producing defense materials. In order to bring those firms 
and communities the benefit of DMP No. 4, ODM proposes an amendment to 
the policy which would permit firms in areas too small for classification to submit 
evidence of unemployment in their areas to establish eligibility for negotiation. 
It is expected that this change can be promptly made after discussion with the 
Departments of Labor and Defense. 

Senator Morse. I would like to ask you a few questions about the 
Alcoa contract. 

Is it not true as indicated by your answer that power above 5 mills 
makes the commercial manufacture of aluminum uneconomic for 
commercial uses? 

Mr. Kenpba.u. I think, sir, that the average power cost for alumi- 
num production is well below 5 mills. 

Senator Morse. When you get up to 5 mills, you are in a position 
where you cannot manufacture aluminum and compete? 

Mr. Kenpauu. I am afraid that is true. 

Senator Morse. In other words, cheap electric power is essential 
for the manufacture of aluminum, and aluminum constitutes a very 
important part of the defense program, is that not right? 

Mr. Kenpatu. Yes. 

Senetor Morse. Is it true that when we were confronted with an 
aluminum shortage not so long ago, and also a shortage of electrical 
power particularly out in my ’ country—that a great amount of con- 
sideration was given to the manufacture of aluminum in Canada? 

Mr. KenpDatu. Yes, sir. 

Senator Morse. Where cheap power was available for American 
aluminum companies? Is that not true? 

Mr. Kenpauu. Cheap power is certainly available. I do not know 
whether American companies were proposing to make aluminum 
there. The Aluminum Company of Canada has developed a very 
substantial power source in the West. 

Senator Morsr, You are not familiar with whether or not the 
Canadian aluminum companies are subsidiaries of American aluminum 
companies? 

Mr. Kenpauu. The Federal court at New York, sir, has directed 
that they be separated, as you will remember. 

Senator Morse. But that case left no room for doubt about the 
commercial blood relationship. 

Mr. Kenpauy. That at least used to exist; yes. 

Senator Morsp. It is strange about relatives, though. They stick 
together—usually. 

But, it is your testimony that cheap electric power as demonstrated 
in the aluminum industry, for example, is of vital importance to the 
defense of our country? 

Dr. FLemmine. Senator Morse, there is not any question about 
the fact that that has played a very important part in the aluminum 
expansion. We are now up against the question of whether or not 
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the Government should sponsor what we would refer to as a third 
round of the aluminum expansion program, because of the tight situa- 
tion that has developed on supply over the period of the last few 
months. 

We have not made a decision yet. Staff work is being done on it. 
It is to go into the Defense Mobilization Board within the next 30 
days. Within that period of time we will make a decision. And 
then will come the question of—assuming that we decided affirma- 
tively—and I do not know whether we will or not but assuming that 
we do, we will then have to face the question of what incentives the 
Government should provide in order to encourage further expansion. 
There is no doubt at all but that those who consider coming into the 
thing will give a great deal of consideration to the availability of power, 
and the cost of that power. 

Senator Morsr. We will either have to make the cheap power 
available to them, or, based upon this experience with Alcoa, we will 
have to frankly face the need for a Government subsidy that will 
make up the difference between a commercial rate of power and a 
cost of the power that they will actually have to have to manufacture 
this defense material; is that not true? 

Dr. Ftemmine. As Mr. Kendall has pointed out, we have never 
entered into any contract for subsidy on the power costs except these 
two and which was done immediately after Korea. I am sure that 
in any further expansion, we would avoid that kind of approach. 

There are some real problems, there, as to how much power is 
available in certain parts of the country and at what price. There is 
a question of whether cheaper power can be made available in other 
parts of the country and so on. 

Senator Morsg. I can give you some good suggestions as to how 
you can get some cheaper power. I would be glad to have you take 
it down to the White House and just whisper “Hells Canyon Dam.” 
That would help. 

I am in dead earnest when I ask this question, because I think this 
is a remarkable bit of testimony and it needs to be emphasized to the 
American people. 

You just cannot separate the defense of our country from the avail- 
ability of cheap power. 

When we come to these substitutes, the development of these other 
metals that may be used as substitutes for various defense weapons, 
in the fabrication of those, as in the fabrication of aluminum, I under- 
stand that great quantities of the electric energy are needed, too; is 
that not true? 

Dr. FLemmina. It would certainly be true. 

Senator Morse. So that we have, here, for the defense period ahead 

we do not know how many years; we hope shorter than we fear—but 
even without any consideration of commercial needs, we have this 
tremendous need for cheap power for defense purposes; is that not true? 

Dr. FLtemminc. Senator Morse, that is the reason we, some weeks 
ago, increased or raised our expansion goal in the electric-power field, 
because of the fact that we felt it was necessary to do so from a defense 
point of view. 

Senator Morse, That is all, Mr. Chairman. 

Senator Caprnart. I have some questions, Mr. Chairman. 

Senator Frear. Senator Capehart. 
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Senator Capenart. You are familiar with Public Law 206. That 
is what we were talking about this morning. S. 922 amends it and 
extends it for another 7 years. 

Dr. FLEMMING. Yes, sir. 

Senator Carenart. I do not know whether you are the one to ask 
these questions of or whether we ought to get the GSA here, but if the 
figures I have before me are correct—and I think they are—GSA, 
acting for us, purchased $65,215,007 worth of minerals under Public 
Law 206, which S. 922 amends. I called your attention this morning 
to the fact that S. 922 got on the calendar of the Senate without any 
hearings. 

Dr. FLemmuine. Yes. 

Senator CapEHART. This $65,215,007 is not even acceptable to the 
stockpile; is that correct? 

Dr. FLemminG. It is hard for me to respond to a general question 
of that kind. I am sure some of it is over and above our stockpile 
needs. 

Senator CapeHnarT. I understand this is material not acceptable 
from a quality standpoint. 

Dr. Fiemmina. It needs beneficiation before it can go into the 
stockpile. 

Senator CapEHarrt. It is just unacceptable. The specifications do 
not fulfill the minimum requirements. 

The market value of that at the moment is $17,610,086 and there 
are some items like one of them here in particular, chrome, where the 
quality is such that it is unsalable, at all. 

Do you have sufficient information on this to discuss it or should 
ve get GSA up here? 

Dr. Fiemurinc. As far as the details are concerned, it would be 
better to discuss it with GSA. 

I know that in a general way the situation you outline is correct. 
I do not have the figures in front of me. 

Senator CaprHart. The reason I am taking this opportunity of 
discussing it is because this bill is on the calendar of the Senate, 
known as S. 922, which is an amendment of Public Law 206, extending 
it until 1968, I believe. S. 922 could require that you, under defense 
authorization, go up to $750 million. 

My question is, might that be $750 million worth of minerals that 
would not meet the stockpile requirements? Is that law that broad 
and so badly worded? 

Dr. FLemmina. I am sure that some of it would not meet the 
stockpile requirements. I do not know whether the entire $750 mil- 
lion would fall in that category, but certainly some of it would not 
meet the stockpile requirements. 

Senator Frear. Does ‘anyone know when Public Law 206 was 
passed? It was passed in 1953, I believe. 

Did you testify at that time in behalf of the law? 

Dr. Ftemmuina. No. I have never testified on that, either now or 
in the—it was up in 1953—it was passed in 1953, I be lieve. 

Senator Capgenart. Was that the first time such a law has been 
passed? 

: Dr. Ftemmuine. That was the first time, in 1953. 

; Senator Capgenarr. Is it a weakness of the law that these materials 
were not available to the stockpile, or is it that GSA has simply 

purchased materials that did not meet the specifications? 














66 DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


Mr. Fiemminc. I think GSA purchased in accordance with the 
provisions of the existing law. 

Senator Carenart. Of Public Law 206? 

Dr. Fiemmina. That is right. 

{ should point out, Senator Capehart, that a good deal of that 
material can be beneficiated and brought up to stockpile requirements, 
but you do it at an additional cost. 

Senator Caprenart. I would like to ask that Public Law 206 be 
made a part of the record at this point. 

Senator Frear. Without objection, it is so ordered. 

Senator Capgenart. And S. 922, with its report, I request be made 
a part of the record at this point. 

Senator Frear. Without objection, it is so ordered. 

(Public Law 206, S. 922, and S. Rept. 359 on the bill follow:) 


{Public Law 206—83d Congress] 
[Chapter 339—I1st Session] 
H. R. 2824 


AN ACT To encourage the discovery, development, and production of tungsten, manganese, chromite, 
mica, asbestos, beryl, and columbium-tantalum-bearing ores and concentrates in the United States, its 
Territories, and possessions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Domestic 
Minerals Program Extension Act of 1953.” 


DECLARATION OF POLICY 





Sec. 2. It is hereby recognized that the continued dependence on overseas 
sources of supply for strategic or critical minerals and metals during periods of 
threatening world conflict or of political instability within those nations controlling 
the sources of supply of such materials gravely endangers the present and future 
economy and security of the United States. It is therefore declared to be the 
policy of the Congress that each department and agency of the Federal Govern- 
ment charged with responsibilities concerning the discovery, development, pro- 
duction, and acquisition of strategic or critical minerals and metals shall under- 
take to decrease further and to eliminate where possible the dependency of the 
United States on overseas sources of supply of each such material. 

Sec. 3. In accordance with the declaration of policy set forth in section 2 of this 
Act, the termination dates of all purchase programs designed to stimulate the 
domestic production of tungsten, manganese, chromite, mica, asbestos, beryl, 
and columbium-tantalum-bearing ores and concentrates and established by 
regulations issued pursuant to the Defense Production Act of 1950, as amended, 
shall be extended an additional two years: Provided, That this section is not 
intended and shall not be construed to limit or restrict the regulatory agencies 
from extending the termination dates of these programs beyond the two-year 
extension periods provided by this section or from increasing the quantity of 
materials that may be delivered and accepted under these programs as permitted 
by existing statutory authority: Provided further, That the extended termination 
date provided by this section for the columbium-tantalum purchase program 
shall not apply to the purchase of columbium-tantalum-bearing ores and con- 
centrates of foreign origin. 

Sec. 4. In order that those persons who produce or who plan to produce under 
purchase programs established pursuant to Public Law 774 (Eighty-first Congress) 
and Public Law 96 (Eighty-second Congress) may be in position to plan their 
investment and production with due regard to requirements, the responsible 
agencies controlling such purchase programs are directed to publish at the end 
of each calendar quarter the amounts of each of the ores and concentrates referred 
to in section 3 purchased in that quarter and the total amounts of each which 
have been purchased under the program. 


Approved August 7, 1953. 
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[S. 922, 84th Cong., Ist sess.] 
[Strike out all after the enacting clause and insert the part printed in italic] 


4 BILL To amend the Domestic Minerals Program Extension Act of 1953 in order to further extend the 
program to encourage the discovery, development, and production of certain domestic minerals 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, Fhat seetion 3 of the Domestic Minerals Program 

Extension Aet of 4053 467 Stat: 417) is amended by deleting all beginning with 
‘tae years? te the eelen at the end of the first previse; end inserting in Hee 
thereof the foltowire: “seven sears; ted purehtses tHder stteh pregeanis shall be 
eottintted ttt steh tepHtietion dates Ht stteh qtientities at least as ning be 
etiepeet at say pttpebetste depot estiblsted tider sel Act sted te steel edition 
ttttities as Hey be Reeessary te enpey ett steh polics: Reonided, Lhat this 
settee te Hot dtetidedd sted shatht Hat be ertetetteedd te Hart ge Heetbiet tite Beetibettere 
eenetes from terensine the quantity of Hitteritis that aie be delivered aad 
seeepbett tee these prestttts te perhtitted by sttttttHp citharite oP te Pesteiet 
the eattrbHedtett of steht aedditioted pitedtetre depete te tr be deeteteed teen 
~aey te expey ott the pohey of this -ret— 
That section 3 of the Domestic Minerals Program Extension Act of 1953 (67 Stat. 
117), is amended to read as follows: 

“Sec. 3. In accordance with the declaration of policy set forth in section 2 of this 
Act, the termination dates of all purchase programs designed to stimulate the domestic 
production of tungsten, manganese, chromite, mica, asbestos, beryl, and columbium- 
tantalum-bearing ores and concentrates and established by regulations issued pursuant 
to the Defense Production Act of 1950, as amended, and the Strategic and Critical 
Materials Stock Piling Act of 1946, as amended, shall be extended an additional 
twelve years, and purchases under such programs shall be continued until such termi- 
nation dates in such quantities at least as may be offered at any purchasing depot 
established under such Acts and in such additional quantities as may be necessary 
to carry out such policy: Provided, That this section is not intended and shall not be 
construed to limit or restrict the regulatory agencies from extending the termination 
dates of the programs beyond the 2-year extension periods provided by this section 
from increasing the quantity of or the price paid for materials that may be delivered 
and accepted under these programs or to restrict the establishment of such additional 
purchasing depots as may be necessary to carry out the policy of this Act: Provided 
further, That the extended termination date provided by this section for the columbium- 
tantalum purchase program shall not apply to the purchase of columbium-tantalum- 
bearing ores and concentrates of foreign origin. 





[From 8. Rept. No. 359, 84th Cong., Ist sess.] 


The Committee on Interior and Insular Affairs, to whom was referred the bill 
(S. 922) to encourage the discovery, development, and production of tungsten, 
manganese, chromite, mica, asbestos, beryl, and columbium-tantalum-bearing ores 
and concentrates in the United States, its Territories and possessions, and for 
other purposes, through extension of the Domestic Minerals Program Extension 
Act of 1953, and the Strategic and Critical Materials Stock Piling Act of 1946, as 
amended, having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 


THE AMENDMENT 


On page 1, line 3, strike out all after the enacting clause, and insert the following: 

“Sec. 3. In accordance with the declaration of policy set forth in section 2 of 
this Act, the termination dates of all purchase programs designed to stimulate the 
domestic production of tungsten, manganese, chromite, mica, asbestos, beryl, 
and columbium-tantalum-bearing ores and concentrates and established by reg- 
ulations issued pursuant to the Defense Production Act of 1950, as amended, and 
the Strategic and Critical Materials Stock Piling Act of 1946, as amended, shall 
be extended an additional twelve years, and purchases under such programs shall 
be continued until such termination dates in such quantities at least as may be 
offered at any purchasing depot established under such Acts and in such addi- 
tional quantities as may be necessary to carry out such policy: Provided, That 
this section is not intended and shall not be construed to limit or restrict the regu- 
latory agencies from increasing the quantity of or the price paid for materials 
that may be delivered and accepted under these programs or to restrict the 
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establishment of such additional purchasing depots as may be necessary to carry 
out the policy of this Act: Provided further, That the extended termination date 
provided by this section for the columbium-tantalum purchase program shall 
not apply to the purchase of columbium,tantalum-bearing ores and concentrates 
of foreign origin.” 

PURPOSE AND NEED FOR MEASURE 


It is not necessary to point out the essentiality of maintaining and expanding 
the domestic mobilization base for tungsten, manganese, chromite, mica, asbestos, 
beryl, and columbium-tantalum. Although no reports, favorable or unfavorable, 
have been received from the interested agencies, it is understood that they take 
the same position in opposition that they took against H. R. 2824, 83d Congress 
(as amended), which was approved by the President and became known as the 
Aspinall-Malone Act, Public Law 206, 83d Congress, Ist session. The effect of 
this further extension of the purchase programs to July 1, 1968, will be to carry 
out the spirit of the President’s mineral policy, to give the stability required to 
make and recover investments, and to prevent cutoffs due to the allotment of 
quotas as is the practice under the present programs. 

Dealing with the contention of the Office of Defense Mobilization as expressed 
in various hearings that the stockpile objectives of some minerals have been nearly 
met, or that there is enough on hand to fight a war, it may be noted that ODM 
is operating within a fixed formula and appears to be bound thereby. Some 
elements of the formula are arbitrary, some are matters of judgment, and all may 
be considered variable according to opinion. All depend upon a complex number 
of factors. The objectives might well be greater than as now fixed. 

That the basic stockpile formula is not sacrosanct is evidenced by the fact that 
stockpile objectives have changed from time to time and there are minimum as 
well as long-term (maximum?) objectives. Either the formula itself must have 
been modified or opinions or informed guesses must have altered the quantities 
comprising the components of the formula. 

One of the factors involved among others is an estimate of the amount of 
material that could be transported to American shores in case of war. Another is 
an estimate of the amount of material that can be produced in easily accessible 
areas. There is a wide difference of opinion on these points. The committee is 
thoroughly convinced that no dependence should be placed on imports during a 
war. Knocking out a dozen foreign ports by means of present long-range bomb- 
ing techniques would cut off nearly all imports and, further, there is some doubt 
how easily accessible certain of the areas so classified would be. 

The statement of Senator Barry Goldwater made when testifying in favor of 
the bill expresses the feeling of the committee and pertinent portions are here 
quoted: 

“These programs either will have to be extended by law, or unless we have war 
pressure sufficient to scare the Office of Defense Mobilization, they will be term- 
inated as soon as the present law and the regulations will allow ODM to do so. 

“Tt is most unlikely that stockpile aims, especially long-term, do not have room 
for the amounts of domestic minerals which would be produced under these 
programs. Budget and ODM would rather pay less. Even the manganese 
program appears to have this much room in it. 

“During World War II some of our greatest ship sinking was in the Gulf of 
Mexieo and the Caribbean. Chrome from Cuba and Africa and manganese from 
Brazil and India might never land. This time ports can be more easily mined 
and the submarine menace would be greater. ODM has to depend on the Joint 
Chiefs of Staff. Admirals must believe in a navy. But the ODM people could 
well afford to read the testimony of retired Brig. Gen. Bonner Fellers (hearings on 
S. Res. 143, Stockpile, pt. 2, p. 537), who thinks nothing will get here the next 
time, or Maj. Alexander de Seversky (same hearing, December 1953), who says, 
in effect, that we do not need to worry about transporting strategic materials, 
that the sources will be knocked out and there will be little to transport. 

“De Seversky says, ‘I am convinced that all sources that are within striking 
distance of enemy airpower on the other side of the globe will be lost to us, and 
we won’t be able to get one ounce of material from them.’ And, ‘today, in addi- 
tion to the submarines, our Navy and its convoys can be attacked by long-range 
enemy aircraft and its atomie bombs anywhere on the seven seas. In the last 
war the enemy had no alternative but to attempt to cut our supply lines. Today 
he need not bother with our supply lines: he can strike directly at the sources of 


our strategic materials with his long-range airpower and neutralize them with 
atomic and hydrogen bombs.’ 
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“It would be hard to think of better reasons for spending a few more dollars on 
domestic materials and keeping our mines in operating condition for emergencies.” 


NEED FOR CHANGE 


Changes in military technology also should be considered. It has been said, 
for instance, that the use of tungsten carbide cores for shells could use up and 
wipe out our stockpile very rapidly. 

Congress generally has been more farsighted than the Government in matters 
of this kind and, when the nature of the stockpile objective formula is considered, 
though the Office of Defense Mobilization may consider itself to be bound by 
that formula and perhaps must act accordingly, the Congress is not so bound 
and the committee believes Congress has the final responsibility of charting and 
setting a more reasonable domestie mining policy in the interests of the national 
defense and the national economy. 

The need for the enactment of S. 922 (as amended) is urgent as one manganese- 
buying station, that at Wenden, Ariz., has already been closed down and the 
Office of Defense Mobilization has refused to extend its life. 

The committee desires that all present purchase depots, including that at 
Wenden, Ariz., to be continued in operation until the expiration of the extension 
contemplated by 8. 922 and, in addition, strongly recommends the establishment 
of additional manganese-purchase depots in appropriate places within the Ozark- 
Cushman and Southern Appalachian areas; that consideration be given to estab- 
lishing a depot in the Cayuna Range, a chrome-buying depot at Red Lodge, 
Mont., and whatever other purchasing depots will best carry out the policy 
set forth in section 2 of the Domestic Minerals Program Extension Act of 1953 
(67 Stat. 417) of which 8. 922 is an amendment. : 

The statement of Senator Mike Mansfield in part says: 

‘“‘We all recognize that in times of a national emergency our existing supplies and 
stockpiles of these strategic minerals would soon disappear. We cannot afford 
to be eaught short handed in this instance. In view of the unsettled conditions in 
the world today, it is difficult to know how long some of our foreign markets for 
these items will be accessible.”’ 


WE CAN BECOME SELF-SUFFICIENT 


There is little question but that under a proper, long-range, congressional 
directed policy the United States can become self-sufficient in the production of 
these metals which are indispensable in time of war. 

As was so aptly pointed out by the Report of the Minerals, Materials and 
Fuels Economic Subcommittee of the Committee on Interior and Insular Affairs, 
83d Congress: 

‘1, The Western Hemisphere * * * will be the only dependable source to the 
United States of critical raw materials in the event of an all-out war. 

‘The delivery of any such critical materials to the Nation across a major ocean 
during such a conflict will be highly problematical. 

“The evidence indicates that it now is possible for the enemy to destroy the pro- 
duction of critical materials at their source and, in any case, sealanes will be even 
more difficult and costly to depend upon than was the case during prior wars. 

“The Western Hemisphere can be made self-sufficient in the production of 
critical materials which are essential in war. 

“Since the testimony of competent witnesses indicates that the Western Hemi- 
sphere will be the only dependable source of critical raw materials in the event 
of an all-out world war, it is imperative to the security of this Nation and to the 
nations of the Western Hemisphere that we and they foster the greatest measure 
of self-sufficiency in the production of such materials and continually study all 
possible devices that will encourage the expansion of hemispheric production in 
this vital field. 

“It is vital to our domestic welfare, economy, and security that maximum economic 
production be maintained, first, within our own borders and, second, in the Western 
Hemisphere. 

“2. * * * established procurement practices have dangerously increased our 
dependence for the critical materials upon nations across major oceans without 
which this Nation cannot survive. 

‘“‘We must avoid dependence upon overseas suppliers to the extent that these 
suppliers could suddenly render us impotent by withdrawing supplies of critical 
materials during a world conflict, or could use such deperdence as a political or 
economie bargaining lever.”’ 
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During the testimony of Senator Alan Bible he stated: 

“Tt must be remembered that extension of this program, as proposed, will 
benefit a domestic mining industry hard hit by record high imports of cheaply 
produced minerals. It is a self-evident truth that an active domestic mining 
industry is just as important for peace and for defense as it is for war. Our 
dependence upon foreign sources must be abrogated in every way possible. 
Therefore, this domestic purchase program must be continued.”’ 

Senator George Malone testified as follows: 

“T want to say I am particularly concerned with the time for which we extend 
this bill. It is as faras 1958 now. If we extended it to 1968, you would find the 
investments in materials mentioned in the bill would extend by leaps and bounds. 
People will go into business, because in a 10-year period they can have a chance 
to get their investment back. A 2-year, 3-year, or 5-year period is too short.’’ 

As the committee agreed with this point of view, the bill was amended to extend 
the period for 12 years or 10 years trom the present date of the expiration of the 
Aspinall-Malone Act, Public Law 206, 83d Congress, 1st session (67 Stat. 417). 


ESSENTIALITY IN CONDUCT OF A WAR 


Manganese is absolutely necessary in the production of steel. 

Chromite is a steel hardener and is used in stainless steel and as a plating on 
other metals where resistance to corrosion from gases or liquids is required. 

Tungsten is essential as an alloy material in metals which must have major 
resistance qualities in respect to high temperatures and the corroding effects of 
gases and in the production of jet airplane engines and missiles. 

Mica is vital in the production of many electronic devices. 

Asbestos has a variety of critical uses in heat and friction insulation. 

Beryl! is added to copper and other metals as a hardener to make them resistant 
to deflection and to increase their ability to withstand stresses. 

Columbium and tantalum have limited but highly critical uses as resistors to 
high temperatures. 

APPROPRIATIONS 


Any funds required to carry out the purposes of this measure must be requested 
by the proper agency under general Defense Production Act appropriations. 


OTHER AMENDMENTS CONSIDERED 


The committee has had several requests to amend §. 922 to include certain other 
minerals. The minerals listed in this bill are being purchased under regulations 
established under the authority of the Defense Production Act and the prices, 
specifications, and conditions are incorporated in said regulations. The Malone- 
Aspinall Act (Publie Law 206) and 8. 922 merely extend well-established programs 
long in operation. While the committee is sympathetic to similar purchase pro- 
grams for other strategie and critical minerals, it feels they should be the subjects 
of separate bills which would outline the proposed new programs in detail. To 
encumber 8. 922 with further amendments might well endanger its becoming law. 


TIME IS PRESSING 


As certain segments of the present program have already expired and others 

will expire before the end of the time limit set by the Aspinall-Malone Act, the 
committee feels that the passage of S. 922, as amended is a matter of considerable 
urgency. For this and other reasons action by the committee in favorably report- 
ing 8. 922 was unanimous. 
_ Senator Carpenart. What is your recommendation with respect to 
S. 922? As I said this morning, I am neither for or against it at the 
moment. I do not understand it well enough to be either for or 
against it. 

Should it be amended to make certain that all the minerals that 
are purchased under this new S. 922 are available to the stockpile? 

Dr. FLemminc. What you have to do is face the question of whether 
you want it amended so that when they are purchased initially they 
must meet stockpile specifications, or whether you want to provide 
additional authorization for beneficiating these materials so that they 
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can be brought up to stockpile specifications, which would involve 
additional expenditure. 

Senator Frear. Is it your understanding then that all of these 
minerals, this $105 million worth could by additional expense be made 
acceptable? 

Dr. Ftemmina. I think most of them could be. 

Senator CapEHART. Could be made acceptable to the stockpile? 

Dr. Ftemmine. That is right, but your additional expense is rather 
considerable. 

Senator Frear. Rather considerable? 

Dr. FLemminea. Yes. 

Senator CAPEHART. What was the purpose of the passage of Public 
Law 206, originally, does anybody know? Were we accepting minerals 
that did not meet the stockpile requirement? 

Dr. FLemmine. Senator Capehart, one of the basic objectives that 
the authors of these bills had in mind is the keeping in existence of a 
domestic source of supply and strengthening of the domestic mobiliza- 
tion base. 

Senator CapeHart. Is it possible to keep them in existence produc- 
ing minerals that are acceptable to the stockpile? 

Dr. Ftemmina. If we, in effect, increase the subsidy. In other 
words, it costs us more to do that, but in most cases it is possible. 

Mr. Kenpauu. That is right. 

Senator CaAPEHART. Have you testified yet as to what the total loss 
under the entire Defense Production Act might be? 

Dr. Ftemminc. Yes, I inserted that earlier in connection with the 
probable ultimate net cost, which is another way of stating it. 

Senator CapeHaRT. You mean it might cost as much as $826 
million? 

Dr. Femina. That is in terms of projects that have already been 
consummated, in terms of projects that might be certified, it might go 
up to $1,119 million, and we have set up a reserve of about $400 
million, which means we have available for additional commitments, 
about a half billion dollars. 

Senator Capgenart. With regard to asbestos, it says: 

Since the material is not expected to be of stockpile grade and there are no 
immediate possibilities for resale to industry, the difference between total purchase 
price and the provision for probable ultimate net cost is set up as a working 
capital requirement. 

Then, on beryl, it says: 


Since the material is not expected to be of stockpile grade and since there are 
no immediate possibilities of resale to industry, the difference between total pur- 
chase price and the provision for probable ultimate net cost is set up as a working 
capital requirement. 

Senator Frear. I fear we will have to recess for a few minutes. 
The subcommittee stands in recess, we hope for not many minutes. 

(A recess was taken. ) 

Senator Frear. The subcommittee will come to order. 

Senator Morse? 

Senator Morse. I am all through, thank you. 

Senator Frear. I would like to ask Dr. Flemming this question: 
suppose we do not get an extension to the Defense Produetion Act 
previous to June 30, 1955. Do you think it would be desirable to 
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have a 30-day extension? That we continue the resolution for 30 
days? 

Dr. FLemMinc. I would hope that could be considered by the Senate 
and the House, because if we get a break it would make it a little 
awkward in handling certain operations under the act, and I imagine 
might present some drafting problems in terms of a new act, itself, so 
that there could be a continuing resolution and we would appreciate 
that very much. 

Senator Frear. You may proceed, sir. 

Dr. FLtemmina. Mr. Chairman and members of the committee, | 
had just one final point, and that had to do with the voluntary agree- 
ments section of the Defense Production Act. 

Under section 708 of the act, the President is authorized to exempt 
from the operation of the antitrust laws combined actions of private 
parties when in accordance with a voluntary agreement which he has 
found to be in the public interest as contributing to the national 
defense. Under present law, that exemption would terminate with the 
expiration of the act unless previously withdrawn by the President. 

A committee of distinguished private persons appointed by the 
Attorney General and under the chairmanship of the Assistant Attor- 
ney General, Judge Barnes—cochairmanship of the Assistant Attorney 
General: Judge Barnes and Professor Oppenheim—to advise him on 
the effectiveness of the antitrust laws, has recommended that the 708 
exemption extend beyond the expiration of the act in order to encour- 
age the participation of private firms in voluntary agreements which 
would require substantial investment on their part—investments 
which they might not be inclined to make for a possibly short-term 
purpose. 

Accordingly, in response to that recommendation, we are proposing 
an amendment to section 708 which is in accord with the recommenda- 
tion of the Attorney General’s Committee. 

It requires the President to find that a long-term continuation of 
the antitrust immunity is in the interest of national defense. 

Now, Judge Barnes is here and of course will be prepared to discuss 
with the committee the antitrust aspects of this recommendation. 

| would like to say this, that I am sure the Government has found 
this particular section to be a helpful section in connection with the 
Defense Production Act. I think we have filed with the clerk of the 
committee a list of the committees that have been formed in accord- 
ance with this particular section, beginning with 1950 and running 
down to the present time. 

The lists that we filed with you, I think, include 40, and then in 
addition stated that there were two classified agreements in effect, 
and then in addition to that there are some small-business agreements 
that have been worked out under the same section. 

The Attorney General’s Committee in its report indicates that 
approximately 70 of these agreements have been approved up to the 
present time. As you can see, it has not been used extensively and 
as you know, none of these agreements can go into effect until they 
are approved by the Attorney General as being in accord with his 
best judgment from an intitrust point of view. 

Sometimes they are submitted over there and changed or modified 
on the basis of advice from the Department of Justice, and then I 
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think we also get advice from the Federal Trade Commission in 
connection with each one. 

The list that has been submitted to the committee indicates that 
possibly about half of them have been withdrawn because they are no 
longer needed in connection with the defense operation. 

Senator Frear. Dr. Flemming, you are proposing this 20-year 
extension to the antitrust, under section 708? 

Dr. FLtemmina. That is correct. 

Senator Frear. The Attorney General’s report recommends this 
provision also. I believe the Attorney General also takes the position 
that the long-term protection is necessary because of the need for 
commitment of large sums. 

Do you know of any particular instance where this particular 
section would have been of any advantage in the past, or where it was 
necessary to have had it in the past? 

Dr. Ftemminc. | think Judge Barnes is prepared to discuss at 
least two items that were considered by the committee of which he was 
cochairman along that line, and if satisfactory, | would like very much 
to have him discuss those. 

Senator Frear. I am sure we will want the judge to come up here. 

First, | wanted to get any expression from you, as the Director 
of ODM. 

I have only two more questions: Under this proposed 20-year ex- 
tension, would it still be possible for the Government to cancel the 
agreement and end the antitrust exemption, at any time? 

Dr. Ftemmina. The answer to that is ‘‘Yes.”’ 

Senator Frear. Do you think a group of concerns would invest 
large sums in such a project on the basis of such a voluntary agreement 
that could be terminated at any time by the Government? 

Dr. FLemminc. In other words, whether that would obviate what 
we are trying to accomplish through the act. 

I am sure that it would act as a deterrent to some extent but on the 
other hand, it seems to me that the Government should reserve that 
right and that position, in the interests of competition. 

Senator Frear. There is no question in your mind about that? 

Dr. Fiemmuina. That is right, and I might say this, Mr. Chairman, 
we are certainly not dogmatic about the 20-year business. I mean 
if that appears to be too long, all right. I mean it is the principle 
that we were trying to underline there, namely the principle of the 
immunity extending beyond a possible expiration of the act, but only 
after certain findings on the part of the President. 

Senator Frear. The chairman of the subcommittee has not formed 
any definite opinion about it, but certainly when it calls for 20 years 
you ask a few questions and take a second look. 

Dr. Ftemmrina. It seems to me a 10-year provision would provide 
an incentive and perhaps an adequate incentive, so that we do not 
have any firm conviction as to the length, but we did feel that, in 
accordance with the findings of Judge Barnes’ committee that if it 
was extended something beyond the period of the act, in view of the 
fact. that the act is just extended for 2 years each time, that that 
might provide an additional incentive. 

(The following list of committees was supplied for the record:) 
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Commitiees formed in accordance with voluntary agreements pursuant to sec. 708 of 
the Defense Production Act of 1950, as amended 


Name Sponsor | Disposition 





————» 
| 


Optical Fire Control___- Army.........| Withdrawn. 
Medium and Heavy Gun Tanks and Allied Combat Vehicles--_- re -| 

Fin Stabilized Artillery Shell ap Rend. dee acta alte Do. 
Light Gun Tanks and Allied Combat Vehicles ---- a emihie : 2 UR 

Heavy Tactical Trucks_. 

Small Arms Ammunition_-_-_ , 

Light and Medium Tactical Trucks 

Tracks for Tracklaying Type Vehicles ; ‘ | idle al 

Supply of Petroleum to Friendly Foreign N: ations. Interior. 

B-47 Production Committee Air Force 

Defense W arehousemen’s Association of Chicago. -_- DTA. 

3.5-inch Rocket_. Army. --- 

M34 Modification Kit 

M48-Type Fuse and Conventional Artillery and Mortar Shell_-_. 

Artillery Mechanical Time Fuse 

M21A4 Boosters ‘ } se i 

Boston Daily Newspapers a Do. 
Cartridge Cases iio: j 

Conventional Artillery and Mortar Shell_- do... 

Hydrogen Thyratron Tubes do. Do. 
J-47 Production Committee Air Force 

Shell Loading Army- Do. 

N-9 Gun Camera Production Committee__.._._. : Air Force.....| Withdrawn. 
Caliber .50 Machine Guns Army Do. 
Defense Warehousemen’s Association of the Port of New York -_- Pedi dvoutokes Do. 
VT Fuzes (classified . es OTE cn eminnan Do. 
Supply of Heating Cil to the West Coast mt 3 Pa. Do. 
Cast Armor for Tracklaying Type Vehicles jeaagian Army 3 

20 MM Cartridge Cases __- 1 an iaall 

20 MM Projectiles and Fuze Ss . Ween 

Defense Warehousemen’s Association of P eietelphte Senn d antent I Me dinate 

U.S. Rifles Caliber .30 M1 ; vee = ne pepionm Army... 

20 MM Automatic Aircraft Guns_...........-.--........-.-.- dibidéus ee ee 

Burster Casings sl i et bacess 
Ammunition Loading (except small arms ammunition) 4 adem ann Ses 
Propellants and Explosives , sin cg anatees: oe = = 
Foreign Petroleum Supply - - -- penne tp -omcab aaa apabarkl Interior _ 
Pe een MII noi ke eae d dade dahs gba Air Force. - 
Critical Quartz Crystals_.............----.-. paleenebesaiiieesan aii Army....-.- 
Military Pyrotechnics._--- pe red Loeb ett cade aki Sat uke oak aes 
Damar PreQrAse....n one cnwcccnesegee cdwesesesenessccosyasqouqsounsns -| Maritime Adm. 


Note.—In addition, there are 2 classified agreements in effect. 


Senator Caprnart. Dr. Flemming, give us a very simple example 
of what a single voluntary agreement might amount to. 

For instance, take the artillery mechanical time fuse. 

Mr. Kenpauu. May I answer that question, sir? 

Senator Capenart. Yes. Go ahead. 

Mr. Kenpatu. These are Department of Defense committees and 
I won’t be able to give you great detail on them but what happens is, 
the Department of Defense wants the production of an item such as 
that artillery fuse. They want that article uniform. They want a 
quantity one company cannot produce. They want several companies 
to produce it but they want the result to be uniform. Also, they want 
all the advantages that any of the companies may discover in the pro- 
duction, short cuts, methods that get a good result, to be shared with 
the other companies. 

Senator Capenart. Will you yield a minute? 

Let us say they wanted five companies to manufacture that fuse. 
Then they want those five companies to cooperate together in using 
the same kind of gages, tools, inspection, and exchange of infor- 
mation? 

Mr. Kenpaty. Know-how. 

Senator Caprnart. Know-how and information, is that right? 

Mr. Kenpatu. That is right. 
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Senator Capenart. To the extent that the end result might be the 
same cost? 

Mr. Kenpa.u. That is right. It will make the cost more uniform 
and the product, which is of particular importance. 

Senator Capenart. This says the Boston newspapers—— 

Mr. Kenpauu. That is not an integration committee. It has been 
withdrawn, I believe, sir. I would have to look at the record to see 
what that was about, but I can give you a note on that. 

(The following was received with reference to the above:) 

BOSTON DAILY NEWSPAPER VOLUNTARY AGREEMENT 

The voluntary agreement covered by section 708 of the Defense Production Act 
among newspaper publishers in Boston was directed at curtailing the practice of 
printing excess copies intended to insure the availability of each paper at every 
marketing point in the city. At the time the agreement was approved (1951) 
newsprint was in critically short supply and the overprinting practice was waste- 
ful. The request for participation in the plan was withdrawn and the antitrust 
immunity discontinued in August 1952, 

Senator CapeHart. What you want here on certain items of pro- 
duction is that more than one company might work together. If they 
did that on civilian goods, or in private production, they would be 
violating the antitrust laws, but in this case you want them to be 
immune from the antitrust laws because they are doing so at the 
request of and for the benefit of the Government, is that right? 

Mr. Kenpauu. That is right, sir. 

Senator Caprnart. That is the only purpose? 

Mr. Kenpatu. That is the only purpose of an integration com- 
mittee. 

Senator CapnHarr. Is that the only purpose for asking these 
voluntary agreements immune from the antitrust laws? 

Mr. Kenpauu. Well, you have other types of agreement, such as 
the international oil information committee. 1am making that title 
up. It is something like that. The purpose of the committee is to 
furnish the Government with information as to the supply and con- 
sumption of oil all around the world. That information is available 
from the various companies, but to bring it together and make it 
make sense for the Government, this committee was formed. 

Now, such an interchange of information among those companies 
might be thought to be a violation of the antitrust law, so the 
operation of that committee is certified. 

Senator Capenart. Perhaps this should be asked of Judge Barnes, 
but do you think there is a real danger of violating the antitrust 
laws in the case of five producers, let us say, of a fuse, cooperating 
and working together and exchanging me thods and means and ideas? 
Do you believe that would be a violation of the antitrust laws and 
that they could be prosecuted? If the five companies were producing 
for the Government, itself? 

Mr. Kenpbauu. I think, sir, the history of efforts under the National 
Recovery Act, the NRA of the 1930’s, has something to do with the 
unwillingness of companies to go into that sort of thing without a 
very definite shield of protection. 

Senator Bricker. We had one prosecution as a result of such 
agreement, brought by the Government itself after it had asked for 
it, but it is more of a protection against third party suits. 

Mr. Kenpa.u. It is very much in the picture. 
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Senator Bricker. The Government would not prosecute these 
people and could not convict them if they did. It would protect 
them against third party suits. 

Mr. Kenpauu. That is righi; it would do that. 

Senator Frear. How about the event where you had 2 or 3 and 
among them was a small producer of this item and the other 2 were 
large producers and the small one was perhaps more energetic and 
had the more initiative and determined a way of producing these 
more economically, and perhaps even of superior quality. 

In that event, he would be obligated to give to the larger com- 
petitors his know-how in that case and after this was over they could 
take severe advantage of the little fellow, could they not? 

Mr. Kenpatu. He would not be obligated, of course, by action of 
this provision of law, sir. If he were obligated at all it would be 
through some agreement among the companies, and | doubt if there 
would be any obligation. 

I think he could withdraw from the committee if he saw a fortune in 
what he developed and did not want to share it. 

This is an offhand reaction, but I doubt very much whether he would 
be bound to share anything if he did not want to. He might lose his 
Government contract as a result of that. 

Senator Bricker. He could not very well withhold from the Gov- 
ernment all the information that he has on production, if it was 
essential to national defense. 

Mr. Kenpauu. Well, sir, the secrets of business know-how are not 
readily available, even to the Government, but I assume we could 
find ways to get at it if it was necessary to do so. 

Senator Bricker. There is pooling of patents in many industries 
by agreement, and also by compulsion. 

Mr. Kenpavu. The companies are willing to do it, on the theory of 
mutual advantage and helping the Government. It is their Govern- 
ment, too. 

Senator CaprEHart. You would only use it in cases where it was 
obvious to everyone that it was to the advantage of the Government 
to do so, is that right? 

Mr. Kenpatu. Yes. 

Senator Capenart. Not to the advantage of the people getting 
together but to the advantage of the Government. 

Senator Bricker. Any information secured could be protected. It 
might be difficult to do it, but any patent rights could be adequately 
protected, of course. 

Mr. Kenpatu. That is right. 

Senator Morsr. Did this proposal originate with your Department 
or was it the Department of Justice? 

Mr. Fitemminc. The proposal for extending the period of the im- 
munity beyond the expiration of the act is a proposal that was called 
to our attention first as a result of the committee of which Judge Barnes: 
was the co-chairman. However, we have accepted that recommenda- 
tion and assumed responsibility for presenting it to the Congress. 

Senator Morse. What effect, if any, that you know of, would this 
proposal have upon small business to become parties to such an agree- 
ment? 


Mr. FtemminaG. I cannot see offhand, Senator Morse, where it would 
affect their position. 
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Senator Morse. In many of these large companies, don’t they op- 
erate a so-called defense program of manufacture, and also operate 
a civilian program of manufacture, and do not a good many of these 
secrets of manufacture slop over into civilian production, too, and 
could not the effect of this be to give the companies a great deal of 
advantage over small businesses that are not part of the defense 
program? 

Dr. FLemmrina. I can see where that could develop as an incidental 
benefit to this operation. 

Senator Morse. Of course, the whole purpose of our antitrust law 
is to protect competition and insure competition. But in this in- 
stance, you think that the national defense interest is such that it is 
better to sacrifice the competitive factors in order to get the goods 
manufactured as quickly as possible, as cheaply as possible, and with 
the greatest conformity of the military materiel, is that it? 

Dr. FLemmine. When we certify a proposal of this kind and ask 
the Department of Justice to pass on it, it is because of the conviction 
that the national defense interests outweigh these other interests. 

I should say that some of these proposals, of course, involve smal! 
business firms as well as large business firms, particularly because of the 
emphasis that is put on their participating in the defense procurement 
program, so that I do not think that this is exclusively a large business 
operation, but you are right, the basic decision is when we certify 
one of these, in our judgment the national defense interests outweigh 
the considerations that the country believes in, as far as competition 
is concerned, or the antitrust laws are concerned. 

I think it is clear, as I indicated in my direct testimony, that this 
has not been used extensively, but I feel rather carefully and it is 
subject to very careful checks within our shop and within the Depart- 
ment of Justice and at the same time we get the Federal Trade Com- 
mission recommendations on it. 

Senator Morse. One of the complaints of some of the small-busi- 
ness people is that they cannot be very much of a party to this defense 
program. They point out even their percentage of participation is 
dropping rapidly and has dropped rapidly in the last 6 months. I 
believe your figures will bear that out. They feel that this kind of a 
proposal puts ‘them to greater disadvantage with the big companies 
who will for the most part make up the voluntary agreements. 

Under the act, Dr. Flemming, the Government can lend money, 
can it not, to companies producing for national defense? Lend them 
money? 

Dr. Ftemmina. Senator Morse, you are not talking about these 


agreements, but you are now talking about the actual produc tion of a 
defense item. 


Senator Morse. Yes. 

Dr. Ftemmine. Under the lending authority of the Defense Pro- 
duction Act. 

Yes, as we indicated earlier we do, of course, have that lending 
authority in the Defense Production Act. You will recall I pointed 
out we had not exercised that for the last 2 years. 

Senator Morse. Theoretically, the Government instead of loaning 
the money to these companies could really go ahead and build plants 
under Government regulations as we did in the synthetic rubber case 
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and then sell the plants after the emergency was over. That would be 
the alternative; would it not? 

Dr. FLemminc. There is no present authority, you appreciate, to 
do that. Any proposal of that kind would have to be presented to the 
Congress and authorization obtained from the Congress. 

Senator Morse. Under the antitrust proposal that you make here, 
doesn’t it amount to the Government sort of subsidizing these com- 
panies for breaching the antitrust laws? 

Dr. Ftemminc. I do not know just what you mean by subsidizing 
here. Certainly we are waiving for these companies the antitrust 
laws for the period of the agreement. 

| am sure Judge Barnes in presenting his testimony will point out 
just what Justice does to bring these agreements as nearly in line with 
our antitrust concepts as seems practical. 

In other words, this is not just a blank check saying you can go 
ahead and do anything that you want to. They have to present a 
specific agreement and Justice checks that, the history is looked at 
and in some cases they have asked for modifications and have received 
modifications to bring it more nearly in line with antitrust law. 

Senator Morse. One of the arguments you made in support of it, 
if 1 understood you correctly, was that uniformity will result in the 
Government’s getting the goods cheaper in the long run—that is one 
of the arguments monopolies always make. If we allow them to go 
scot free of the antitrust laws they can produce goods more cheaply 
because there will be greater uniformity in production. But you 
feel because of the time factor and because of the uniformity factor, 
that it is justified here, in some instances, subject to such checks 
as you put them to, to permit these companies to go ahead and manu- 
facture these defense items with the antitrust laws waived as to 
those items. 

Dr. FLemmine. That is right. 

Senator Morssg. That is all, Mr. Chairman. 

Dr. Fiemmine. Mr. Chairman, I think just before we close this, I 
would like to ask Mr. Kendall, our counsel, to describe the small- 
business pools that have also operated under this section. 

Mr. Kenpauu. The section has been helpful, I understand, to the 
Small Business Administration, in the formation of pools that cau 
meet Government contract requirements, where several small busi- 
nesses get together to meet the contract, and they are able to get 
together by virtue of this very authority. They get a certificate which 
protects them from the consequences of such a joint operation, so 
it may be useful in the small-business field. 

Senator Morsr. Why, Mr. Kendall, couldn’t you do this by way of 
specific requirements. You could say, “Here are the specifications for 
this shell, or this gun, or whatever end item you are talking about. 
You must meet these specifications.”’ 

That gives you uniformity, does it not, without entering into a 
waiver of the antitrust laws? 

Mr. Kenpaut. In the ordinary competitive effort some of the com- 
panies would be able to do the job and do it effectively and others 
would not. Normally, that is the result you would expect and you 
would go back to the men who could do it. They would get the busi- 
ness because they could do it. That is the competitive system. But, 
when you want the end product in national defense and if that out- 
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weighs the importance of seeing that the man who is able to do it 
best at the least price gets the business, you join them together and 
let them share the know-how so they will all put it out in good shape. 

Senator Morse. This is hypothetical, but take the manufacturer of 
amachinegun. We have X company that can do it and do a good job 
of it, but cannot do it in the quantity or in the time interval that we 
need. 

However, Y and Z companies could, and X, Y, and Z together could 
do it, so you will say, “We will let X, Y, and Z pool their manufacturing 
techniques, irrespective of the antitrust laws.” 

Why couldn’t you work out an arrangement whereby, Y and Z would 
be simply subcontractors of X? 

Mr. Kenpau.. In a particular situation that might be possible. 
I would assume that the Defense Department would not ask for more 
of these agreements than they thought were necessary and we try 
not to certify more than we think are necessary. 

Senator Morse. That is all, Mr. Chairman. 

Dr. FLemmine. You might have some trouble with X, too. I mean 
he might not subscribe to that. 

Senator CaprHnart. How could these agreements do anything but 
inure to the benefit of small business? How could they possibly hurt 
small business? If you can enter into these voluntary agreements 
where one passes on to the other his techniques and the big fellow has 
the techniques, then he passes them on to the little fellow. How 
could it possibly hurt small business? How could it do anything but 
possibly help small business? 

Dr. Ftemmina. If you have some small-business concerns involved 
in one of these agreements certainly it is going to be very beneficial 
and then as Mr. Kendall has indicated, the act has been used as a 
basis for these small-business pools, which is beneficial. 

Senator CapeHart. You could enter into these agreements, if you 
wanted to produce 1 million of something, and you thought it was 
better to have 10 producers, and 1 of them had the know- how, and 
you wanted 9 more, and those 9 could be small concerns 

Dr. Ftemmuine. That is right. 

Senator Capenart. Therefore, 10 people could be producing that 
which maybe 1 would produce, if you did not have these voluntary 
agreements to pass on the information because in dealing with war 
materials you are only making one item at a time for the Govern- 
ment—that is only one purchase of it. You may make $1 million 
worth and never make any more of that exact same item. 

Dr. FLemmine. I was going to say in response to one of Senator 
Morse’s observations, it is conceivable if this is handled in the right 
way that it can have the effect of broadening your mobilization base, 
as far as handling a particular item is concerned and when you broaden 
it, you do help small business. 

Senator Carenart. You cannot help it. As I see it, it cannot help 
but help small business. It cannot possibly hurt it. The only fellow 
who can get hurt, I would think, would be the big fellow because he 
has to share his know-how with smaller concerns. 

Senator Morsp. Could I ask Mr. Kendall a question, Mr. Chair- 
man? 

Senator Frear. Senator Morse. 

Senator Morsp. In the small-business pooling procedure, under the 
existing act, isn’t the right consistent with the small businesses of the 
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country to pool? Isn’t that by existing statute in the Small Business 
Act? 

Mr. Kenpaty. Does the Small Business Act include this 
provision now? ‘That is correct. 

Senator Morse. Section 217 (a). The President is authorized to 
consult with representatives of small business concerns with a point 
of view of encouraging voluntary agreements and programs to further 
the objectives of the title. 

Mr. Kenpa.u. They used entirely this section until 2 years ago 
when small business section 714 of this act was removed and the Small 
Business Administration Act, itself, was passed. This same provision 
then appeared in both statutes and does appear today in both statutes. 

Senator Morse. You are now extending this same principle to the 
Defense Production Act. 

Mr. Kenpauy. It has been a part of it since 1950. The new thing 
is the Small Business Act. That is only 2 years. 

Senator Morse. You are going to extend it for 2 years? 


_ 


Mr. Kenpaty. We have not asked for a change in the Small 
Business Act language. 

Senator Morse. Under this proposal you will extend the waiver 
of the antitrust laws under section 708? 

Dr. Fremmuine. That is right. 

Mr. Kenpau. In appropriate cases. 

Dr. Fuemmine. It would appear to me, Mr. Chairman, that if 
favorable consideration is given to this proposal that the Small 
Business Act should be looked at in the same light. 

Senator Frear. Doctor, I think that completes the questioning. 
We are very happy that you came down with us, today. We are 
sorry to have kept you so long. We feel as though you have done a 
lot of good down here, maybe more than you might have done back in 
the office. At least you gave us some information we would not have 
had if you were back in the office. 

Dr. Fiemminc. May I say, Mr. Chairman, I appreciate very much 
having the opportunity of discussing the various aspects of the act 
with the committee and I appreciate very much the opportunity of 
presenting the type of information that it has been possible to present 
in response to the questions that have been addressed to me. 

Senator Frear. Thank you. 

Although we will have Judge Barnes as the next witness, we hope 
you will stay. 

Dr. FLemmina. I will be very happy to stay while he testifies. 

Senator Frear. Judge Barnes. 

Mr. Barnes represents the Attorney General’s Office. We are glad 
to have you witb us and if you have any men from your staff 


same 
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Mr. Barnes. I have Mr. Bicks on my right. 

Inasmuch as this is a matter passed upon by the Committee To 
Study the Antitrust Laws, I am glad to have Mr. Bicks, who acted as 
the Secretary of that Committee with me. 

Senator Frear. You have a prepared statement? 
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Mr. Barnes. I have. : 

Senator Frear. Would you like to go through that first before we 
ask any questions? 

Mr. Barnes. Yes, I would. 

I am happy to appear today to aid in this committee’s consideration 
of S. 2163, extending the Defense Production Act of 1950, and S. 2165, 
amending its provisions. My comments, of course, are limited to 
whatever antitrust issues those bills raise. 


S. 2165 begins with a “declaration of policy” that 


In view of the present international situation and in order to provide for the 
national defense and national security, our mobilization effort continues to require 
some diversion of certain materials and facilities from civilian use to military and 
related purposes. 

It also requires the expansion of productive facilities beyond the levels needed 
to meet the civilian demand and the development and execution of preparedness 
programs designed to reduce the time required to mobilize in the event of an 
attack on the United States. 

To promote that policy S. 2165 would amend the Defense Produc- 
tion Act’s exemptive provisions to permit, in cire umscribed cases, 
extension of antitrust immunity beyond that act’s proposed 2-year 
extension. S. 2163, in contrast, would me rely extend present law. 

In essence, present law provides that any “voluntary agreement or 
program,” requested or approved by the President and found by him 
“to be in the public interest as contributing to the national defense,” 
shall be exempt from antitrust for the Defense Production Act’s 
duration (50 U.S. C. App. sec. 2158 (b)). This Presidential authority 
may be delegated to a “single official of the Government.” When 
exemptive power is delegated, however, title 50 United States Code 
Appendix, section 2158 (c) ) prescribes three conditions: First, exemp- 
tive power may be delegated only to officials 


appointed by the President, by and with the advice and consent of the Senate 
(50 U. 8. C. App. see. 2158 (ce) (1)). 


Second, the law requires that such officials so designated: 


consult with the Attorney General and with the Chairman of the Federal Trade 
Commission (50 U. 8. C. App. sec. 2158 (¢) (2)). 


Finally, such official must— 


obtain the approval of a’ Attorney General to any request thereunder before 
making the request (50 U. S. C. App. sec. 2158 (ce) (3)) 


These provisions for aa S. 2163 would extend and S. 2165 
would alter. The Office of Defense Mobilization, in consultation with 
this Department, has written the staffs of the House and Senate 
Banking and Currency Committees, suggesting that the language of 
S. 2165, page 2, line 15, through page 3, line 13, be stricken. In its 
plac e the following language i is “proposed : 


Sec. 4 se). Section 708 is amended by redesignating subsections (c), (d), and 
(e and (f) as (d), (e), (f), and (g), respectively, and by adding a new subsection 
(ce) to co as follows: 

“«(6) Whenever, before the expiration of this section, the President shall find 

1) that the continuation beyond the expiration of this section of any voluntary 
agreement or program entered into and approved under this section is in the 
publie interest as contributing to the national defense and (2) that the objectives 
of the agreement or program cannot be accomplished if antitrust immunity is 
limited to the period when this section is in effect, no act or omission to act 
pursuant to such voluntary agreement or program, which occurs during such 
period of continuation not to exceed 20 years as is specified by the President, shall 
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be construed to be within the prohibitions of the antitrust laws or the Federal 
Trade Commission Act of the United States.” 

(b) Subsection (d) of section 708 is amended by making “subsection (b)” 
read “subsections (b) and (c)”’ in both sentences of the subsection. 

The sole purpose of that suggested amendment is to bring the 
procedures relative to the extention for the longer period in line with 
the present procedures of the granting of the exemption originally. 

This proposed language would permit the President under certain 
circumstances to extend antitrust exemption for not more than 20 
years past the Defense Production Act’s expiration. 

Before extending exemption for a voluntary agreement or program, 
however, the President must find it “is in the public interest as 
contributing to the national defense.” In addition, he must find 
“that the objectives of the agreement or program cannot be accom- 
plished if antitrust immunity is limited to the period” of the present 
exemption. Even after these findings have been made, and an exemp- 
tion granted, the proposal permits “withdrawal of any request or 
finding made hereunder,” and revocation of the resulting antitrust 
exemption. (See 50 U.S. C. app., sec. 2158 (d).) 

Senator Bricker. But, only with the subsequent act? 

Mr. Barnes. That is right. 

When the President delegates this power to extend antitrust 
exemptions, the proposed language provides safeguards paralleling 
present law, and that is that under the assumption that this proposed 
amendment as suggested heretofore is made a part of the bill. 

Thus proposed section 4 (b) would amend present section 2158 (c) 
specifically to insure that the requirements of consultation with 
the Attorney General and Federal Trade Commission, as well as 
approval by the Attorney General, control any extension of antitrust 
immunity. Safeguards surrounding extension are thus made identical 
to those required for original approval of any voluntary agreement 
or program, 

2165’s declaration of policy, as well as the necessity for amending 
its present antitrust exemption to effectuate defense aims, rests on 
national security considerations beyond the competence of this Depart- 
ment to comment upon. Accordingly, I assume Congress finds 
necessary extending present law. 

In addition, I assume Congress concludes that, to best effectuate 
defense policies, certain conduct be exempt from antitrust even beyond 
the Defense Production Act’s proposed 2-year extension. My com- 
ments thus focus upoh means for assuring that in administering 
whatever exemption Congress deems necessary, antitrust considera- 
tions are brought to bear in a forceful and timely fashion. 

In evaluating the procedure S. 2165 and S. 2163 propose, useful first 
is some brief description of how consultation with, and approval by, 
the Attorney General now actually works. 

To date there have been some 77 voluntary agreements submitted 
to the Attorney General for approval under the Defense Production 
Act or the parallel procedures of the Small Business Act. 

Granting such approvals, this Attorney General, like his predeces- 
sors apparently without exception, determines only that any agree- 
ment or program which ODM deems our defense requires is formulated 
and is carried out in that manner least detrimental to competition. 

Thus, to our view, present law does not direct the Attorney General 
to go behind ODM?’s finding of defense necessity. With this 
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congressionally intended role for the Attorney General in mind, all 
agreements submitted to this Department have been approved. 

These approvals are the end result of a self-set informal procedure. 
Thus, a tentative draft of the proposed voluntary agreement is 
generally informally submitted to the Federal Trade Commission and 
the Attorney General. Then follows a conference between members 
of the Antitrust Division staff and representatives of the agency 
proposing the voluntary agreement. 

And I might say the particular work in our Antitrust Division is 
delegated to a specific division that has experience in these matters 
and handles them all with uniformity. 

Senator Bricker. Your consideration is based on what is less 
detrimental to competition? 

Mr. Barnes. That is correct. 

This conference aims to insure the tentative draft meets, on the 
one hand, the needs of national defense and, on the other, considera- 
tions of antitrust policy. From these conferences a draft emerges 
which is formally submitted by the President’s delegate to the 
Attorney General. As a result of this informal procedure, formal 
submission and approval requires a minimum of redrafting and 
explanation. 

Further, the Department of Justice is of course interested in 
holding to a minimum immunities outstanding under the act. By 
this I mean, immunities should be promptly withdrawn—if and when 
the appropriate Government agency determines any agreement is no 
longer necessary to effectuate defense objectives. 

Thus, early this year I wrote the Administrator of the Small Business 
Administration and the Director of the Office of Defense Mobilization 
suggesting they survey the outstanding voluntary agreements to ascer- 
tain the necessity for their continued antitrust immunity. By letter 
of January 14, the Administrator of the Small Business Administration 
advised this survey was already begun in the Chicago region and that 
all programs would be similarly scrutinzed in the near future. 

On January 31, 1955, the Director of ODM agreed that a general 
review would be appropriate. He stated that he requested the spon- 
soring agency to reevaluate the defense need for each agreement and 
the necessity for antitrust immunity. He advised that of the out- 
standing agreement, over 30 involved production and integration com- 
mittees sponsored by the Department of Defense, whereas only 4 re- 
lated to voluntary agreements of other agencies. He advised further 
that as reports are received concerning the agreements he would advise 
the Attorney General. 

In the event the President’s delegate under section 708 determines 
that a program is no longer needed to accomplish the objectives of the 
act, he will write the individual participants withdrawing his request 
that they participate in the program and advising that antitrust 
immunity is likewise withdrawn. 

The Attorney General, of course, does not determine whether a 
particular voluntary agreement is necessary to the act’s objectives. 
In the event, however, that a particular plan or program is based on 
misinformation submitted by the participants, or misused, the Attor- 
ney General may withdraw his approval. Withdrawal of such- ap- 
proval, of course, terminates any immunity granted. 
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I might add, there is no specific authority for the Attorney General 
to withdraw such immunity but each Attorney General since the 
passage of the act has taken the position that he has that authority 
and it has been withdrawn in at least two instances. 

To my view, this method of operation has insured full and timely 
considerations of antitrust goals. Since S. 2163 would extend existing 
laws embodying these procedures, and S. 2165, insures these proce- 
dures are in like fashion required for any extension of antitrust im- 
munity, this Department offers no objection to passage of these bills. 

Finally, I call to this committee’s attention a recent recommenda- 
tion by the Attorney General’s Committee to Study theAntitrust 
Laws. That committee, practically without dissent, reasoned that: 

The Defense Production Act has been extended from time to time 
and will expire in June 1955. We recognize that our Government must 
promote exploitation and stockpiling of certain strategic raw materials 
obtained from foreign sources. Toward that end, it may be necessary 
in some instances to except certain activities from the antitrust laws. 
Accordingly, the committee recommends that, at least with respect to 
programs for preserving the supply of critical and strategic materials 
from abroad, it should be further extended. 

We recommend in addition that for a designated period beyond the 
act’s expiration, conduct requested or approved by the President shall 
not be subject to antitrust. Acts authorized by the President may 
required committing large funds for long periods of time that may 
stretch beyond the act’s short extension. To protect such invest- 
ments, antitrust immunity should, by separate statute, in some in- 
stances, be extended beyond that act’s termination. 

However, such immunity should be conditioned upon express 
findings when the conduct was undertaken: First that national defense 
required its duration beyond the expiration of the Defense Production 
Act; and second, that before granting the immunity, consideration 
was given to the possibility of accomplishing the same defense objec- 
tives by alternative methods involving less restrictions on competition, 
The amendment should also contain a provision for termination upon 
adequate notice if the President finds that such an agreement is no 
longer in the national interest. 

The substance of these proposals is embodied in S. 2165 pending 
before Vou. 

As I say, under the assumption this amendment we suggest is a 
proper amendment. 

Senator Frear. Judge, I believe in Dr. Flemming’s testimony, 
he sort of left it up to you to support this proposal of extending the 
antitrust immunity beyond the extended date or proposed extended 
date of the act. 

On page 3 of your testimony, in the second paragraph you state— 
[ assume this was written by the Attorney General’s Office—that 
consultation with the Attorney General and the Federal Trade Com- 
mission must be had and then you have to have approval by the 
Attorney General, which would control any extensions of the anti- 
trust immunity. In the next paragraph you say 





S. 2165’s declaration of policy, as well as the necessity for amending its present 
antitrust exemption to effectuate defense aims, rests on national security con- 
siderations beyond the competence of this Department to comment upon. 


a eas aceite te A tee 





obs 


i at 


ed 


2 canines 


a a ditties cieaaiaai sasdtbalilings::.: sila 











































































netics < ARR 5 Neto hink 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 S85 


That leaves me sort of blank. 
Mr. Barnes. Mr. Chairman, I regret that I cannot assume, nor 
do I think the Department of Justice can assume to determine 
whether or not there should be an exemption from antitrust by 
reason of defense factors. We simply do not have the means of 
evaluating that question. That must come from another source. 

Senator Frear. But it cannot be put into effect without your 
approval. 

Mr. Barnes. That is right. Therefore, once the determination 
has been made by competent authority, such as the Office of Defense 
Mobilization, which I take it receives instructions from someone 
else, that there is a need for this, then we try to police it in the best 
effort we can and determine if there is a necessity, if it cannot be 
accomplished, knowing what they want to accomplish through some 
nonexemption by antitrust, if that cannot be accomplished, then to 
set up the best mechanics possible to limit the extent of the exemption. 

Senator Frear. Maybe I was wrong in the inference I took from 
Dr. Flemming’s testimony. I gather now that that Office is not 
taking any instructions from the Attorney General’s Office. 

Mr. Barnes. Not on the question of defense. In other words, we 
cannot tell ODM whether or not defense requirements are such that 
they should come to a conclusion that there should be an exemption. 
We can tell them that after conference with them, the exemption 
should be hedged by this or by that, or that we do not think that their 
conclusions relative to the mechanics affords such protection. 

Senator Frear. In other words, if their conclusion is that there 
should be exemption under the antitrust laws and they come to you 
and recommend that and you agree with them, of course they have a 
second line of defense. In other words, they have somebody sub- 
stantiating an opinion that they make for the exemption and immunity 
under the antitrust laws. 

But as I gather it, you leave it entirely up to either Dr. Flemming of 
the ODM, or some other source of information through his office, to 
determine whether these companies should be granted immunity. 
Then they come to you. A fellow who runs the line and needs a little 
protection and comes to the Attorney General’s Office and asks his 
advice on something on which he has already had the information upon 
which to base his decision. 

I mean I think you people ought to either assume responsibility or 
let the ODM assume it. 

Mr. Barnes. As far as defense matters are concerned. 

Senator Frear. As far as determining whether the antitrust im- 
munity should be extended or not. 

Senator Caprnart. Will the Senator yield? Is it not a little bit 
like this: I decide I want to organize a corporation and I come to you 
as a lawyer and say I want to organize a corporation with $1 million 

capital. But I leave it up to you to properly write the charter and 
oneal write the rules and regulations under which I can organize. 

Senator Frear. That is oversimplified, to me. 

Mr. Barnes. I do not see how we can be expected to pass upon all 
the defense implications involved in many of the matters that come to 
us. I think you would be surprised how many cases become defense 
cases, after suit has been filed, and all kinds of representations are 
made to us that the defense of the country requires a dismissal. 
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Now, since I have been in office, we have taken the position that is 
not for us to decide. We won’t dismiss a case because there are 
defense implications. That is up to a different agency to determine 
whether there are overriding defense implications in the matter that 
for any reason indicates that the safety of the national—that the 
national safety requires any lessening of antitrust activity. 

Senator FrEAR. I have always had great admiration for the Attor- 
ney General’s Office, and I think it serves a very useful purpose in the 
conduct of affairs of our Government, as well as lending advice, aid, 
and assistance to the different agencies of the Government. But I 
do think that the Attorney General’s Office personally is the one who 
should make this decision, rather than let it rest on the shoulders of 
either the ODM, or the defense agency. 

That is expressing a personal view—we can gather there is room for 
disagreement. 

Senator Bricker. As I understand, there is not the competency in 
the Attorney General’s Office, which is a legal office, to determine 
whether the national defense requires a situation of this kind or 
agreement of this kind. 

Mr. Barnes. May I point out the Attorney General is not even a 
member of the National Security Council. 

Senator Bricker. And second, that your function, after there has 
been a determination on the part of the commander in chief of ODM, 
or an appointed officer acting for him, that your function is to deter- 
mine the process which is less detrimental to competition. 

Mr. Barnes. Exactly. 

Senator Bricker. Then, you have a further function of approving 
under this law, which would bind you, in a way, not to prosecute in 
the future, as we had an instance or two in the past, someone working 
under that agreement? 

Mr. Barnes. That is correct. 

Senator Frear. My attention has just been called to the fact that 
maybe we were not talking about the same thing. I thought I 
gathered that you were having reference to the extension of this 
20-year immunity. 

Mr. Barnes. Yes. We take it with regard to both bills. The 
determination of whether or not the national defense is involved, is 
not up to the Department of Justice. Once that determination has 
been made, then we have to see, first, if there is some way that is con- 
sonant with the existing laws of what they want to effectuate and the 
type of contract they want can be done without any exemption. We 
consider that. Then we consider the way it can best be done. 

Senator Frear. I am frank to admit that that was a source of some 
satisfaction, that statement. 

Senator Capehart? 

Senator Capenart. No more questions. 

Senator Morse. Senator Bricker, have you more questions? 

Senator Bricker. I have no more questions. 

Senator Morsr. I want to go into this point you raised, Senator 
Frear, because I wondered why you did not include this in your bill. 
You have raised a problem which concerns me procedurewise and [| 
want to commend you for not including it in the bill until we get this 
matter straightened out. 

<t ou say on page 3, Judge, as Senator Frear has pointed out, that 

2165’s declaration of po dhey as well as the necessity for amending 
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its present antitrust exemption to effectuate defense aims, rests on 
national security considerations beyond the competence of your De- 
partment to comment upon. 

Does this mean when ODM or some other Defense agency says to 
the Department of Justice, ‘‘We want these goods manufactured for 
military purposes, and we have to use Companies X, Y, and Z to do it, 
but in the interests of cost and in the interests of uniformity and in the 
interests of time, they ought to be allowed to share their trade secrets, 
and therefore they have to have an exemption from the antitrust laws,” 
that you feel in the Department of Justice you have to accept that 
finding? 

Mr. Barnes. No, not if they designate certain individuals. 

For example, I do not see any reason why they could not set up a 
class, rather than any particular individual who might be able to 
perform the particular job. 

[ point out to you that someone in the Government has to convince 
the President, unless he is delegated the authority, must convince the 
President that this is the type of case that requires antitrust immunity. 

Senator Morse. I assume that has been done and this Defense 
agency comes to you and says “Companies X, Y, and Z can’t do this 
unless we get for them an exemption to the antitrust laws, and this 
manufacturer is necessary for defense.” 

What I want to know is, at that point under this statement on 
page 3, you then take the position that because it rests on national 
security considerations, it goes beyond the competency of your Depart- 
ment to comment on, and therefore your job is the job of a lawyer at 
that point to draw the papers, so to speak? 

Mr. Barnes. Well, not entirely that. I think the first question we 
have asked is, ‘‘Why is it necessary for these 2 or 3 manufacturers to 
be the only ones to produce that particular product?” 

That goes far beyond what I contemplate should be in the hands 
of someone other than the Department of Justice. What we must 
rely upon is for someone to determine that there is a defense factor 
involved in the production of ‘‘X’”’ that in someone’s opinion, that we 
think is a person who has knowledge and is knowledgeable on the 
subject, overrides the policy of the antitrust law. 

« Senator Morse. That helps clarify it. 

* You would raise such questions as why can’t 1 company do this 
and why you have to have 3 companies do it? 

W Mr. Barnes. Yes; or why could you not have 20 instead of 2, or 
why should there be just the people you have selected, here. What 
is their particular competence that entitles them to exemption. Or 
why should there be any exemption. 

Senator Morsg. While you do not go into questions of national 
security, you do go into questions of whether one group of companies 
or several groups of companies or one single company can do the job 
without a waiver of the antitrust laws. 

Mr. Barnes. Every antitrust consideration. We will accept the 
responsibility to get into that in great detail and that we do. That is 
why we have set up this informal procedure to try to iron out some of 
these things before the formal request comes. 

Senator Morss. When you say ‘“‘under the existing law the Attorney 
General’”’—although it is not specifically stated in the law that he has 
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the authority to withdraw approval—has in two cases withdrawn 
approval. 

Do you recommend that we write into this new draft that specific 
authority so as to remove any doubt? 

Mr. Barnes. I have no objection to it, sir. I point out, as I did, 
that each Attorney General, so far as I know, since the first passage of 
the act, has taken the position that he has that authority and it has 
been exercised, and no one has questioned it thus far, and we do not 
want to indicate that there is anything wrong with the proposed bill 
unless we are pretty sure that the proposal we have is something that 
we could not overlook. 

Senator Morse. The proposal for this extension of the waiver of 
the antitrust laws came from the Attorney General’s National Com- 
mittee To Study The Antitrust Laws, or did it come from the Attor- 
ney General, or did it come from ODM, or if not from any 1 of the 
3, who did propose it? 

Mr. Barnes. The Attorney General’s Committee made the report 
to the Attorney General, with such a recommendation that I have 
quoted in my statement. The Attorney General then referred this 
recommendation to ODM. 

Senator Morsz. And ODM accepted the recommendation? 

Mr. Barnes. Yes. 

Senator Morse. When we are looking for the paternity of this, we 
go to the Attorney General’s National Committee To Study the Anti- 
trust Laws? 

Mr. Barnes. Well, paternity is a broad subject. 

Senator Morse. It is awfully important, though, in some cases. 

Mr. Barnes. I would point out that the Attorney General’s Com- 
mittee report, the quotation I had from page 98 says what the Com- 
mittee did to arrive at that conclusion. 

It went to the Department of Defense and the Department of 
Defense told them that ‘in certain cases adherence to principles con- 
taining the antitrust law has inconvenienced and to some extent 
delayed the Defense Department.” 

Then it went to the Department of State and found out what the 
Department of State had to say about difficulties with the antitrust 
law. Then that is quoted, in exact language, so that you can come to 
your own conclusion as to whether they are valid reasons for the 
positions taken by these different executive agencies. 

The Department of Commerce was then interviewed at some length 
and it epitomized what they had to say. 

The Commission of Foreign Economic Policy. 

The Foreign Operations Administration. 

All these were contacted by this committee. It was from the recom- 
mendations that were made by these various groups or various 
agencies, and the conclusion of the committee that there should be 
something done that the recommendation was finally made to the 
Attorney General. 

Senator Morse. I think my statement still stands, then, that the 
committee, after it got through with its investigation into the matter, 
came to the conclusion that such a recommendation should be made 
and did recommend it to the Attorney General. 

Mr. Barnes. That is correct. 

Senator Morse. And he in turn did recommend it to ODM. 
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Mr. Barnes. That is correct. 

Senator Morse. Judge, where did the 20-year figure come from? 
Why 20 years and not 10 or 5? 

Mr. Barnes. I frankly do not know where it came from, Senator 
Morse. 

Senator Morse. Do you think 20 years is necessary? 

Mr. Barnes. That is an extremely difficult question and I again 
do not think I am competent to pass upon it. I will be frank with 
you and say that various other numbers of years have been discussed. 

Senator Morse. I do not know whether it is related to the matter 
of the Attorney General’s authority to withdraw or not, but 20 years 
after the emergency is passed. To provide an exception for 20 years 
after the emergency has passed strikes me as an extraordinarily long 
time to grant waiver from the antitrust laws. In fact it is difficult 
for me to understand how any considerable amount of time after the 
emergency has passed is justified. Why should we not get back to 
normal business transactions in the competitive field immediately 
after we stop, in fact, subsidizing these companies for producing these 
goods? 

Mr. Barnes. Senator Morse, I think that that is purely a question 
of discretion as to how long it should be. I point out in some of the 
arguments I have heard that for as long a term as this, this is pri- 
marily to induce investments abroad, and that from an investment 
standpoint that it would be impossible, under the present terms of the 
act, to encourage any investments. The amortization, of course, 
would have to be under such short term that it would not be practic- 
able. 

Now, I have heard it argued vigorously that 20 years was too long. 
T have heard it argued vigorously that any shorter period was too 
short. 

The Attorney General’s committee did not recommend a specific 
number of years. Somewhere, in someone’s deliberation, 20 years 
was suggested. 

Senator Morsr. Of course, we have different types of companies 
involved here. We have a type of company that deals with the 
manufacture of arms. Then, we have the type of company that 
deals, for example, with some of these foreign investments, such as 
oil companies interested in developing mining resources abroad. 

When the emergency period ends, those companies then proceed 
into civilian control, with civilian production. Let’s say out of the 
20 years we grant them, hypothetically, 10 years. They can do a 
tremendous job in 10 years, it would seem to me, of cornering the 
market, of putting into motion the worst phases of antitrust abuses, 
to the tremendous detriment of business here at home. 

Mr. Barnzs. I think you are assuming there, sir, that there would 
be no interest on the part of the Department of Justice, or no efficient 
attempts to stop any such activity. 

Senator Morse. Well, we have not always had Judge Barnes in 
the Department of Justice, and I mean no flattery. When we study 
the record of the administration of antitrust laws in our country, we 
find there have been some pretty bad periods. At least there was 
legal myopia down in the Department of Justice. As I indicated this 
morning when you were in the room, as a legislator I have the job 
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here of trying to think ahead about possible abuses. I think that is a 
great danger now. 

I want to be sure if I vote for a less period of time, that I am not 
following a course of action that will cripple the defense program by 
way of so discouraging the investments that private companies will 
not proceed to invest and will be pushed then to the alternative that 
I indicated in another question earlier. Of the Government going in 
and doing the job on a Government basis and then selling the invest- 
ment afterward, which we have done, and which does not scare me at 
all, in an emergency period. It is something with which Iwould have 
nothing to do, in the so-called normal period, but for an emergency 
period, Government going in and building plants or developing with 
Government money something needed for defense, does not frighten 
me, and does not jeopardize private enterprise in my opinion. But 
I am worried about this 20-year period. 

I have a few questions, Mr. Chairman, for the record that I want to 
ask the judge. 

When section 708 providing exemptions from the antitrust laws and 
the Federal Trade Commission Act was written it was recognized that 
the programs carried on under it might involve activities inconsistent 
with free competition, or might establish patterns of conduct which 
would continue after the expiration of the act. Therefore, it was 
required that no request under a voluntary-agreement program could 
be made without consultation with the Attorney General, as you have 
testified, and the Chairman of the Federal Trade Commission, with 
the final approval of the Attorney General. 

On the basis of your testimony I am correct, am I not, in assuming 
that the Department of Justice has approved all of the voluntary 
agreements which are now outstanding. 

Mr. Barnes. Yes. I think it should be said—yes. All that are 
now outstanding. Of course, that does not presume they came to the 
Department of Justice in exactly the same way that they were ulti- 
mately approved. 

Senator Morse. The fact is that in these advisory meetings, these 
consultation meetings, you have made a good many suggestions for a 
change that have been agreed to. 

Mr. Barnes. That is correct. 

Senator Morse. I am to understand from your testimony that you 
propose to continue that procedure under this extension proposal. 

Mr. Barnes. That is exactly correct. That is why we suggested 
this amendment in my statement because we wanted to be sure there 
was no question that once there had been a compliance with the 
requirements of the Defense Production Act, as it presently stands, 
that then there could not be an extension, without going through the 
same procedures as are now originally required for the granting of 
the exemption in the first place. 

Senator Morse. Going back a moment, Judge, I have another 
question on this 20-year extension. 

Would I be correct in saying that the responsibility for the recom- 
mendation of the 20-year extension must be placed upon the Attorne 
General’s committee and not upon the Department of Justice, itself? 

Mr. Barnes. No, I do not think it is fair to say—do you mean 
for the 20 years? You are talking about the period of time? 
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No, the report did not specify any number of years. The number 
of years, as I mentioned before, being fixed at 20 occurred somewhere 
down the line in consideration of this matter. 

Senator Morse. Not in the Department of Justice and not in 
ODM and not in the White House? 

Mr. Barnes. Well, I am not—I do not know that, Senator. 

Senator Morse. Your answer is that you are just not qualified to 
testify who proposed and now urges the 20-year proposal? 

Mr. Barnes. Well, I think it is fair to say that in the Attorney 
General’s committee there was discussion as to the length of time, 
but no one could agree. Some suggested 10 years, some suggested 
20, some suggested 15. No one could agree, so they did not specify 
the number of years. 

Now, with as many people who have talked about this problem, 
you will find a difference of opinion. 

Senator Morss. Who wrote the bill? 

Senator Frear. I think Dr. Flemming did. 

Dr. Fiemmine. Mr. Chairman, I accept full responsibility for the 
suggestion of the 20 years. I mean we proposed this amendment to 
the Defense Production Act. I listened to some of this discussion on 
it and debates as to whether it should be 5 years, 10 years, 15 or 20 
years. And looking at it from the standpoint of providing an adequate 
incentive for investment, I felt that possibly the 20 years was all right 
but as I indicated, Senator Morse, in my direct testimony, I have no 
dogmatic feeling about that at all. If Congress feels that we are 
keeping the thing under control more effectively by saying 10 years 
that would be perfectly acceptable. 

We assume complete responsibility for that. The idea for extending 
it beyond the duration of the act, as Judge Barnes has indicated, came 
from this special committee to the Attorney General, and from the 
Attorney General to us and then we assumed responsibility for recom- 
mending it to the Congress, and we inserted the 20 years. 

Senator Morss. The figure 20 came from your shop, so to speak, 
and not from the Department of Justice. 

Dr. Fiemmine. That is right. 

Mr. Chairman, one thing to keep in mind here is that whatever 
figure we use becomes an outside figure. The President would fix 
the exact period in each instance. Which would be one of the matters 
that I assume would be considered by the Department of Justice in 
connection with its review of it. 

In other words, if the Congress authorizes us to go to 20 years, we 
might very well recommend an agreement which would only go 5 
years beyond the extension of the act, and I assume you would review 
that from an antitrust point of view. 

Mr. Barnzs. That is correct. 

Senator Morss. Did any of the men on the Attorney General’s 
committee who recommended the extension, have positions with any 
of the firms that would be involved in any of the exemptions? 

Dr. Ftemmina. I would have to refer that to Judge Barnes. 

Mr. Barnes. Senator Morse, the cochairmen have taken the 
position that membership in the so-called work committees is not dis- 
closed, by reason of the fact that it was thoroughly understood ‘that 
work would be divided up but that the ultimate responsibility so far 
as the report is concerned, rested upon the language of the final report 
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and everyone’s reaction to it. By reason of certain testimony that 
has been given before other committees, however, I can point out to 
you that the chairman of the particular group w ho came up with these 
particular recommendations—because he has already testified to it— 
and therefore I feel I am released from any responsibility toward the 
committee, is Mr. Wendell Berge, and so far as I know he has no 
interest in representing anyone who has thus far claimed any exemp- 
tion under the Defense Production Act. 

Senator Morss. Going back to my prepared questions, Judge. 

Because of the danger to free competition, section 708 (e) directs 

the Attorney General to make surveys for the purpose of determining 

any factors which may tend to Mints competition and create 
monopoly into small business or otherwise promote undue concentra- 
tion of power in the administration of the act. 

What arrangements have you made for such surveys? 

Mr. Barnes. We have made four reports to the Congress supple- 
menting our obligations under that section. The last report was 
submitted to the Vice President and the Speaker of the House of 
Representatives and the President of the United States and it is more 
than a year ago and was a survey with particular reference to small 
business pools. That is the success or lack of it. 

Senator Morse. I would like to have copies of these four reports 
made available as an appendix to the record. Not a part of the 
record, but made available to the committee. 

(The documents referred to will be found in the files of the com- 
mittee.) 

Senator Frear. The subcommittee will stand in recess for a short 
time. 

(A short recess was taken.) 

Senator Frear. The subcommittee will come to order. 

Senator Morse? 

Senator Morse. I have a few questions that were prepared by staff 
members and I want to make a record on it in order that we may 
refer to them in our executive sessions. 

Judge, I understand one of these nonmilitary voluntary agreements 
is the one relating to foreign petroleum supply, which I understand 
was last amended April 5, 1954. I have a copy before me and in 
looking it over it seems in general like a method of allocating supplies 
of pe ‘troleum to various fr iendly nations. 

Is the re such a worldwide shortage of oil that such allocations are 
nece ssary? [ 

Mr. Barnzs. I do not recognize that agreement by your description 
of it, Senator Morse. I do not know that the voluntary agreement 
relating to foreign petroleum supply is in existence, and | understand 
that the purpose of the agreement is to permit the Government to 
obtain information relative to supplies. 

Senator Morse. I believe it involves the allocating of supplies. 

Mr. Barnes. Of course, you know, Senator, we are prosecuting 
action against ‘the same five companies who are members of that 
agreement and we charge that there has been allocation of production 
and distribution. 

Senator Morse. It is your view if they are allocating supply they 
are in violation of not only antitrust laws but they are doing something 
that is not authorized by the agreement? 
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Mr. Barnes. Yes, that is correct. 

Senator Morse. As I read the agreement, it seems to provide for 
ndividual plans of action and the agreement itself does not tell much 
about what is being done. But it does provide that “these individual 
plans of action must be approved by the Department of Justice.”’ 

Are there any of these individual plans of action in existence at the 
present time, to your knowledge? 

Mr. Banres. Paragraph 5 of the agreement specifies the Govern- 
ment officials who are authorized to call meetings of the committees 
and subcommittees and requires the agenda for such meetings to be 
initiated and formulated in advance by Government officials. It 
requires attendance at meetings by appropriate Government officials 
and to keep minutes and full notes. 

We have obtained since the agreement of 1953, full copies of 
minutes of the meetings. That is, they are represented to us as full 
copies of the minutes. We examined those and they have been and 
are in possession of the staff that has the case of the U.S. v. Standard 
Oil Company of New Jersey, et al. 

So far as our examination would disclose, there was nothing in 
the minutes which would be justification for any action on the part 
of the Attorney General to rescind the approval theretofore given. 

Senator Morse. Of course, the approval heretofore given had 
nothing to do with any course of action that would result in allocat- 
ing oil supplies but only in exchanging information. If they are in 
fact allocating oil supplies, they really would be not only in violation 
of the antitrust laws but acting outside the purview of this agreement. 

Mr. Barnes. Exactly, sir. 

Senator Morss. Are the individual plans called for by this agree- 
ment published in the Federal Register as required by section 708 (b)? 

Mr. Barnes. I cannot answer that, sir. They must be published 
in the Federal Register unless there is specific exemption made by 
the President for defense reasons, and I do not know whether there 
was any such exemption in this case. I shall be very glad to find out. 

Do you know, Mr. Kendal!? 

Mr. Kenna. No: I do not. 

Mr. Barnes. We will find that out. 

(The following was supplied by the Justice Department:) 

(According to our information, only the request to participate in 
the voluntary plans has been published, not the voluntary plans 
themselves.) 

Senator Morse. I notice that under this agreement committees 
may obtain a staff and pay from contributions by members of the 
committee. Would these staff members be Government employees 
subject to the usual requirements and restrictions applicable to Gov- 
ernment employees such as the conflict of interest statutes? 

Mr. Barnes. I cannot answer that question. I do not know. 

Senator Morsg. I notice under page 6 of the agreement the com- 
mittee and its staff, at the request of the Administrator—the Secre- 
tary of Interior prepares plans of action to solve various problems 
submitted to it by the Administrator. 

Would I be correct in understanding the preparation of these plans 
is made by non-Government officials and non-Government staffs at 
ineetings where no Government representative is present? 
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Mr. Barnes. That is not my understanding. Under section 5, the 
agenda must be prepared by the Government and there must be a 
Government representative present at all meetings. 

Senator Morss. A designated Government representative. May 
that governmental representative vary, from time to time? Does it 
require someone from the Department of Justice? 

Mr. Barnes. No; not from the Department of Justice. I believe 
it is from the Department of the Interior. 

Senator Morse. It requires somebody from the staff of the Ad- 
ministrator, who is the Secretary of the Interior? 

Mr. Barnzs. Yes, sir. 

Senator Morsr. Would he be a WOC? 

Mr. Barnes. That I do not know, sir. We could find it out, but I 
do not think so. 

Senator Mors. The agreement provides for approval of the plan 
of action and schedules by the Secretary of Interior, and I believe 
also by the Department of Justice which would probably be you. 

Am I right in thinking the Secretary of the Interior may not change 
one of these plans or schedules before putting it into effect? 

Mr. Barnes. I cannot answer that offhand. 

When you refer to plans, so that we understand each other, you 
refer to this gathering—theoretically at least, the gathering of mate- 
rial relative to the production? 

Senator Morse. I refer to whatever they think they are allowed to 
do under this agreement. Not as to what they may do but as to what 
they think they may do. 

The agreement provides that at the written request of the Director, 
the committee shall make surveys and investigations and collect 
information on foreign petroleum operations, and estimate the require- 
ments of each foreign country and available supplies. 

Would this authorize, in your opinion, the Director to request 
confidential business information from one of the members of the 
group, or from a nonmember? 

Mr. Barnes. I think you could request it. I do not know about 
the requirement to give it up. 

Senator Morss. | do not know how they could make them give it 
up. 

Mr. Barnes. As I understand it, it is a voluntary proposition. 

Senator Morse. What sanction can you think of that might be 
imposed upon a nonmember, or a member who refused to supply 
information to the committee? 

Mr. Barnes. Well, I presume that if the Administrator f elt he 
was not obtaining the cooperation of any of the various members in 
production of essential information, that he could terminate, or 
request the Attorney General or the President to terminate the agree- 
ment and subject him to antitrust immunity. 

Senator Morse. You were in the room this morning, Judge, when 
we had this discussion about the conflict of interest problem, and I 
do not know of anybody more familiar with this conflict of interest 
problem than your people in the Department of Justice. 

You are aware, no doubt, that the questions raised about these 
dollar-a-year men under the Truman committee during World War 
II and the Douglas Subcommittee on Ethics in Government—do 
you think that this proposed extension of the Defense Production 
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Act would justify this committee’s putting in some stronger safeguards 
with regard to dollar-a-year men, and conflicts of interest? If so 
what safeguards would you recommend? 

Mr. Barnes. I have not considered that phase of it, Senator. | 
did not consider that this question of WOC men was inherent in the 
section 708. 

The primary reason for my taking that position is the very stringent 
restriction around this determination that must be made by the 
President or by the one person designated by the President, of a 
very limited class. It could not be any dollar-a-year man. It must 
be a man who has the Presidential appointment and the advice and 
approval of the Senate. 

Senator Morse. That safeguard would protect us from any serious 
procedural abuses as far as conflicts of interest are concerned? 

Mr. Barnes. I think it would under section 708. 

Senator Morse. I understand the man in the Interior Department 
who is director of the voluntary agreement on foreign petroleum 
supply is a WOC employee on leave from California-Texas Oil Co. 

Taking into consideration the fairly extensive delegation of the 
committee under that agreement to prepare plans and schedules and 
to collect information, and the fact that the oil industry has gotten 
into difficulties under the antitrust laws, do you think it is wise to 
leave the protection of public interest in this matter to a WOC 
employee on leave from and still paid by an oil company, in the 
foreign petroleum business, subject only to such control as the 
Secretary of the Interior and the Assistant Secretary of the Interior, 
Mineral Resources, can give from what little time they have to spare 
from their other duties? 

Mr. Barnes. I do not think I would do it. 

Senator Morse. That is all, Mr. Chairman. 

Senator Frear. Senator Douglas? 

Senator Dovetas. Judge Barnes, I understand before I could come 
here, you testified that under section 708 (e) of the Defense Production 
Act, you made periodic surveys to determine any factors which may 
tend to eliminate competition, aid or strengthen monopolies, injure 
small business or otherwise promote undue concentration of economic 
power in the course of the administration of that act. Am I correct? 

Mr. Barnes. That is right. 

Senator Dove.ias. Do you regard that as a proper function of the 
Attorney General’s office? 

Mr. Barnes. Yes; I think it is an important function. 

Senator Dovetas. Do you have economists attached to your 
section? 

Mr. Barnzs. Yes, sir. 

Senator Dovetas. You have an Economic Division? 

Mr. Barnes. Yes, sir. 

Senator Doucias. I want to commend you and I also want to 
say that I think you are much more sensible in this respect than 
the head men in the Department of Justice, including the Deputy 
Attorney General. 

I want to put in the record the very interesting conflict within the 
Department of Justice itself. When the oil compact—the interstate 
oil compact was up before the Senate, I moved an amendment, which 
was accepted, namely that— 
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c. 2. The Attorney General of the United States, shall within 1 year from 
September 1, 1955, and annually thereafter for the duration of the interstate 
compact to conserve oil and gas, make a report to the Congress as to whether or 
not in his opinion the activities of the States under the provisions of such compact 
(1) have remained within the purpose of such compact as set out in article V 
thereof, and (2) have resulted in the stabilizing or fixing of prices of oil or gas, the 
creation or perpetuation of any monopoly, or the promotion of any regimentation 
in the production of sale of oil or gas, with the understanding that conservation and 
the protection of the small producer are the paramount purposes of any rules and 
regulations issued under the compact. 

The Attorney General or Deputy Attorney General under date of 
June 14 said: 


The general purpose of this investigation seems unobjectionable. However, the 
investigation into the operation of the compact contemplated under the provision 
would apparently involve, among other matters, questions in the field of economics. 
Such functions do not properly come within the activities of the Department of 
Justice which is the chief litigating arm of the Government. It is believed, 
therefore, that it would be inappropriate for the Attorney General and the De- 
partment of Justice to be designated to perform such functions. 

The foregoing is from a letter from the Deputy Attorney General to 
the chairman of the Committee on Interstate and Foreign Commerce, 
in the House of Representatives, dated June 14. 

I may say in this respect as in so many others, I have a much 
higher opinion of you than I have of the Deputy Attorney General 
or the Attorney General, and I only hope that your point of view 
prevails because you have a separate economic division. In connec- 
tion with the Defense Production Act you consider whether or not 
their activities reduce competition, foster monopoly. You take this 
into consideration, you make annual reports and yet the Deputy 
Attorney General says this is no function of the Office of the Attorney 
General. 

[ am not anxious to get you into trouble with your boss, Judge 
Barnes, but I do want to say that the attitude of the Attorney Gen- 
eral in this respect reminds me of the character in Stephen Lee Cox’s 
novel, who rushed out of the house, mounted his horse and rode off 
in all directions. I would say that the head of the horse is in your 
direction. The hind end of the horse is in the direction of the Attorney 
General. 

Mr. Barnes. I think with all due deference to your views, sir, I 
should point out this: One of the reasons we feel that we should make 
reports under section 708 (e) is that we have some definite responsi- 
bility at the start of these programs to police them. Now, I think it is 
entirely different where you put the policing in the hands of somebody 
else and then ask—I have not read your bill; maybe I am off—— 

Senator Dovetas. It is very simple. It merely asks you to make a 
report. That is all. 

Mr. Barnes. But you see it is a report of what some other agency 
is doing and not the Department of Justice. 

If you said “Department of Justice, it is your job to determine what 
production of oil should be,” then I ‘think ver y properly you should 
have a report from an economic standpoint. That is merely my per- 
sonal view. 

Senator Dove.as. Article 5 of the compacts states: 
It is not the purpose of this compact to authorize the States to join herein, to 


limit the production of oil or gas for the purpose of stabilizing or fixing price thereof 
or effecting monopoly or regimentation. 
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All I asked was that the Attorney General should find out whether 
or not the stated purpose of the act was being fulfilled. And here the 
Deputy Attorney General has the nerve to come in and say, “This is 
an economic matter with which the Department of Justice should not 
be concerned.” 

I appreciate your loyalty, Judge, very much, in this matter, and I 
do not want to, as I say, get you into trouble with Mr. Brownell or 
Mr. Rogers, but I think you are much more sensible in dealing with 
the Defense Production Act than these gentlemen are in dealing with 
these other matters. 

As I say it confirms to my opinion that you are the best man down 
there. I think you ought to be Attorney General. 

Mr. Barnes. It is a little difficult for me to say anything at that 
point. But I still think 1 am right. You should not ask the Depart- 
ment of Justice to make a report, an economic report on something 
where they have no responsibility for the manner in which that is 
conducted. 

I would suggest that that is just exactly why you gentlemen are 
here. 

Senator Doucias. Who would make the report? 

Mr. Barnes. Congress should investigate it. 

Senator Dovetas. Congress is not an administrative body. 

Mr. Barnes. No, that is right. And we are not administrating 
that compact. If we were, then we should make reports and we 
should be held accountable and we should get the best economic 
investigation we can. But where it is not our responsibility, where 
you have somebody else doing it—— 

Senator Dovenas. You have been a knight in white armor on the 
oil issue. Has that interstate oil compact ever tempted you to make 
some probings about it? 

Mr. Barnes. That is a very interesting aspect of the oil industry. 

Senator Dovatas. It certainly is. 

Senator Morss. One other question, Mr. Chairman, if Senator 
Douglas is through. 

Senator Dovauas. I am through. 

Senator Frear. Senator Morse. 
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| Senator Morse. I want to tell you of a groping suspicion—that is 
4 quite a descriptive phrase, but I think it just about describes my 
P d perplexity about this matter. I want to know if in your experience 
; there is any basis in fact for it: 1 am worried about agreements such as 
y 4 the petroleum agreement that I asked you a few questions about, 

; because so much of it involves oil abroad and involves gathering of 
i information from nonmembers, too, and those nonmembers can very 

well be foreign oil companies, and many are. 

y 4 My fear is that we may be starting in motion economic forces that 

they will seek to implement unofficially, developing a new international 
t 7 oil cartel that even through the exchange of information can very well 
1 | control the supply of world oil, and you can antitrust to your heart’s 


- content and there is not much you can do about it. 
Do you think that this is a windmill that I am throwing a spear at— 
as some of my critics say I am so adept at—or do I have a basis for 

" this suspicion? 
of : Mr. Barnes. I think the best answer to that is that we are still 
; prosecuting the so-called oil cartel case against five of the same indi- 
viduals who are members of this group that pass information. 
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Now, I do not think we can object to the passing of information 
under the direction of the Department of the Interior. As long as 
we do the best we can to see that it is just that: Information on 
production. 

As to what effect it has on the larger picture, that is very difficult to 
say. 

Senator Morssn. Of course, this is not the hearing, Mr. Chairman, 
for us to go into suggestions for the modification of the antitrust laws, 
in regard to which Judge Barnes’ opinion is so important to the com- 
mittee. But I think it is somewhat associated with the same problem. 
We just have to do something, it seems to me, that gives more effective 
weapons than we have at the present time to stop this kind of a trend 
that I fear is particularly true in the matter of international petroleum. 

That is all. 

I would like to introduce the Voluntary Agreement Relating to 
Foreign Petroleum Supply in the record at this point. 

(The agreement referred to follows:) 


VOLUNTARY AGREEMENT RELATING TO FOREIGN PETROLEUM SvpPpLy, 
1s AMENDED— APRIL 15, 1954 


1. Need for an agreement.—Current worldwide supply and demand for petroleum 
products are most delicately balanced. There is only a negligible amount of world 
refining capacity not presently in operation. All operating refineries are running 
at approximately their normal maximum capacity. Loss of any substantial cur- 
rent sources of world petroleum supply can seriously jeopardize the interests of 
he free nations of the world. 

The defense and security programs of the United States, and others of the 
United Nations, have accelerated essential demands for oil. Stocks of petroleum 
at various key points throughout the world must be maintained at satisfactory 
working levels. Any substantial diminution in world petroleum supplies will 

irectly and adversely affect the interests of the United States, including the 

uccessful continuation of its mobilization program. Accordingly, the United 
States must be prepared to meet and handle immediately the problems inherent 
in any substantial loss of world petroleum supplies. 

It should be emphasized that petroleum supply is a worldwide matter and that 
shortages in one location necessarily involve adjustments in remotely distant 
areas. This normal interreliance is sharply pointed up in times of emergency. 

It is believed that a committee composed of the American oil companies engaged 
in foreign petroleum operations can aid materially in meeting such problems, 

2. What this agreement does.—This is a voluntary agreement under section 708 
of the Defense Production Act of 1950, as amended (64 Stat. 818). This agree- 
ment authorizes the formation of a committee and subcommittees to gather for 
the use of the Government of the United States such information relating to for- 
eign petroleum operations and to requirements and supplies of petroleum products 
as may be requested by the Government, and, upon request of the Government, 
to consider and make recommendations designed to prevent, eliminate or alleviate 
shortages of petroleum supplies in friendly foreign nations which threaten to affect 
or which do affect adversely the defense mobilization interests or programs of the 
United States. It establishes procedures under which persons engaged in foreign 
petroleum operations and participating in this agreement can take cooperative 
action requested or approved by the Government as hereinafter set forth among 
themselves or with appropriate designated agencies, committees or other persons 
to accomplish the objective of this agreement. 

3. Definitions.—As used in this agreement: 

(a) ‘‘Administrator’”’ means the Secretary of the Interior or the Assistant 
Secretary of the Interior, Mineral Resources. 

(6) “Committee” means the Foreign Petroleum Supply Committee and the 
Executive Committee thereof created pursuant to section 4 of this agreement. 

(c) “Subcommittee’’? means any subcommittee created pursuant to section 4 
of this agreement. 

(d) “Director”? means such person in the Oil and Gas Division of the Depart- 
ment of the Interior as the Administrator may designate. All powers granted 
herein to the Director shall be possessed also by the Administrator. 
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(e) ‘Foreign country or area’’ means any country or area outside the conti- 
nental United States. 

(f) “Person” means any individual, partnership, association, business trust, 
corporation or organized group of individuals, whether domestic or foreign and 
whether incorporated or not, engaged in foreign petroleum operations. 

(g) ‘‘Petroleum” means crude petroleum, petroleum products of all kinds, and 
blending agents used in the manufacture of petroleum products, except those 
which the Administrator may exclude from the operation of this agreement. 

(hk) “Foreign petroleum operations’? means the production, refining, transpor- 
tation, storage, supply, or distribution of petroleum in any foreign country or area, 
the export of petroleum from or the import of petroleum into any foreign country 
or area by any person directly as principal or indirectly by agent, affiliate, or 
otherwise. 

i) “Plan of action’? means the recommendation of the committee to the 
Administrator pertaining to the solution of such problem or problems as the 
Director has requested the Committee to consider. 

(j) “Schedule” means that document issued by the Administrator which sets 
forth the detailed operating procedures or actions to be taken to implement an 
approved plan of action. 

4. Formation of Committees—(a) A ‘Foreign Petroleum Supply Committee” 
shall be appointed by the Administrator to assist the Administrator to accomplish 
the objectives of this agreement. The Committee members shall be those Amer- 
ican petroleum companies engaged in foreign petroleum operations which are 
participants in this agreement. Each member shall have one representative 
sitting on the Committee and an alternate to sit in his absence or disability 
Each representative of each member of the Committee shall be a senior official 
of the participating company he represents. 

(6) The Administrator may appoint from the Committee membership an 
executive committee which shall perform all duties and functions of the Com- 
mittee when the latter is not in session, and may, from time to time, alter the 
membership thereof. Individuals appointed to serve on the executive committee 
shall be chosen by the Administrator from among those individuals who are 
representatives or alternates of the members of the Committee. 

(c) The Administrator may appoint subcommittees from the members of the 
Committee to assist the Committee in performing its duties and functions, and 
may, from time to time, alter the membership thereof. Representatives on 
subcommittees need not be the saem individuals representing members on the 
Committee. 

(d) The Administrator shall designate, from the representatives of members 
and their alternates, the individuals who are to serve as Chairman of the Foreign 
Petroleum Supply Committee, the executive committee thereof and any sub- 
committee appointed pursuant to this agreement. 

5. Meetings.—(a) Meetings of the Committee shall be held upon the call of 
the Administrator or Director. Meetings of subcommittees shall be held at such 
times as the Administrator shall designate in the written notices of appointment of 
such subeommittees or upon the call of the Director. 

(b) The agenda for meetings of the Committee and any subcommittee shall be 
initiated and formulated in advance of the meeting by the Administrator or the 
Director. Matters may be added to such agenda by the Chairman of such 
Committees with the approval of the representative of the Administrator present 
at the meeting. 

(c) The Committee and the subcommittees shell maintain such staff and 
appoint such persons as may be requisite to discharge the duties and functions 
conferred upon them pursuant to this agreement. Operating expenses of the 
Committee and subcommittees shall be met from a fund to which voluntary 
contributions may be made by persons participating in this agreement and such 
funds may be solicited by the Committee. 

(d) Each Committee and subcommittee meeting shall be attended by a Govern- 
ment official representing the Administrator and shall be open to any member of 
the Committee or any subcommittee, to representatives of any Government 
ageney, and to any individual designated by the Director. Full and complete 
notes, and full and complete minutes prepared therefrom, of the proceedings of all 
meetings of such Committees shall be kept by the Government representative at 
such meeting and such notes and minutes shall be retained by the Administrator. 

6. Operation under this voluntary agreement.—(a) Whenever the Administrator 
determines that an emergency exists outside the United States which requires 
action designed to prevent, eliminate, or alleviate shortages of petroleum supplies 
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which threaten to adversely affect the defense mobilization interests or programs 
of the United States, the Director shall submit to the Committee a request in 
writing to prepare one or more plans of action to meet said emergency. 

(b) The Committee shall prepare and submit in writing to the Administrator 
recommended plans of action for the solution of the problems presented to the 
Committee under 6 (a). 

(c) Prior to any request to the Committee to prepare a plan of action under this 
section, the Administrator shall notify the Attorney General. 

(d) Each plan of action shall describe the manner in which the Committee 
recommends that the problem or problems submitted to it be solved, including a 
statement of such facts as the companies who will participate thereunder, the 
geographic area or areas affected, the nature of the action to be taken and such 
other material facts as may be necessary for consideration of the plan for approval 
under section 708 of the Defense Production Act of 1950, as amended, 

(e) If the plan of action is approved by the Administrator, he will submit it to 
the appropriate Government agencies in accordance with section 708 of the 
Defense Production Act of 1950, as amended. 

f) Prior to an appropriate approval in respect of the plan of action under 
section 708 of the Defense Production Act of 1950, as amended, and if so speci- 
fically requested in writing by the Administrator, the Committee may prepare 
proposed schedules implementing the plan of action and submit such schedules 
to the Administrator for his consideration. Upon approval of the plan of action 
under section 708 of the Defense Production Act of 1950, as amended, and approval 
and issuance of the schedules by the Administrator, action may be taken pursuant 
to such schedules. 


7. Other committee functions—Upon written request of the Director, the com- 
mittee shall: 

(a) Make surveys and investigations of and obtain, analyze, and keep current 
pertinent information and data with respect to foreign petroleum operations. 

(b) Estimate the petroleum requirements and stocks necessary to meet such 
requirements (product by product) of each foreign country or area to be supplied 
and the supplies to be made available therefor. 

8. Effectuation of schedules.—(a) All schedules authorized to be prepared and 
submitted pursuant to this agreement in implementation of a plan of action which 
has been approved as provided in section 6 hereof shall, after such modification or 
revision as the Administrator shall determine to be necessary, be issued by the 
Administrator and no such schedules shall become effective until so issued. Upon 
issuance of any such schedule, copies thereof shall be forwarded to the committee 
and the appropriate subcommittees and to all participants named therein and 
all participants who may be affected by such schedules shall carry it into effect 
according to its terms, conditions, and intent. The Administrator may reject 
any schedule prepared and submitted to him and may, at any time, if in his judg- 
ment such action is necessary, terminate and cancel, in whole or in part, any 
schedule which he has issued. 

(b) Any participant affected by any schedule issued in accordance with the 
foregoing subparagraph, who considers that compliance therewith will work an 
exceptional and unreasonable hardship upon him, may request the Administrator 
to review such schedule. Such request shall be in writing and shall set forth the 
pertinent facts and the reasons why he considers himself entitled to relief, and the 
Administrator shall act promptly upon such request and render a decision thereon 
within a period of 15 days. 

9. Emergency action.—In cases of need for alterations in any schedule referred 
to in section 8 of this agreement which arise subsequent to the issuance thereof, 
the Administrator, if he deems such action necessary, may make specific changes 
in or modifications of any such schedule. Such changes or modifications shall be 
in writing and copies thereof shall be forwarded to the committee, any appropriate 
subcommittee and to all participants affected thereby. 

10. Coordination and cooperation.—In carrying out the provisions of this agree- 
ment, the committee, the subcommittees, and all participants shall endeavor to 
coordinate their activities with, and shall cooperate with such agencies, committees 
and other persons as may be designated in writing by the Director. 

11. Collection of information—In complying with any request of the Adminis- 
trator or Director, the committee and each subcommittee may direct such in- 
quiries to and request and obtain information from persons engaged in foreign 
petroleum operations as may be necessary or appropriate. 

12. Committee representation.— Any individual appointed to represent a member 
on the committee or any subcommittee, either as representative or alternate, 
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shall, prior to acting thereon, advise the Administrator in writing either by letter 
or telegram of his acceptance of such appointment. Such written acceptance 
shall be directed to the Administrator in the following form and shall obligate the 
individual as stated: 

“Dear Stir: I hereby agree to become a representative of [here insert name of 
company], a participant in the ‘voluntary agreement relating to foreign petroleum 
supply’ and accept appointment as such representative on [here state name of 
committee or subcommittee] created pursuant to said agreement. 

“T hereby agree to use my best efforts to discharge the duties and functions 
incident to such representation adequately and expeditiously and in accordance 
with my individual experience and judgment. 

“Sincerely, 
“(SIGNATURE)”. 

13. Procedure for and effect of becoming a participant.—(a) After approval of 
this agreement by the appropriate Government official as provided in section 708 
of the Defense Production Act of 1950, as amended, and after requests for par- 
ticipation in it have been approved by the Attorney General and have been made 
of persons engaged in foreign petroleum operations by such Government official, 
such persons may become participants in this agreement by advising such Gov- 
ernment official in writing of acceptance of such request. Such requests will be 
effective for the purpose of granting certain immunity from the antitrust laws and 
the Federal Trade Commission Act as provided in section 708 (b) of the Defense 
Production Act of 1950, as amended, only with respect to such persons as notify 
such Government official in writing that they will comply with such request and 
only with respect to such acts by such persons as are within the scope of this 
agreement. 

(b) This agreement shall not be construed as directing or requiring any partici- 
pant to take any action, to carry into effect any schedule, which would conflict 
with any applicable laws or regulations of any foreign country or area or with 
any obligation of such participant which existed on the date the Director submitted 
to the committee any request which results in the issuance of such schedule. 

14. Effective date and duration.—This agreement shall become effective upon 
the date of its approval by the Director of the Office of Defense Mobilization. 
It shall cease to be effective at the termination of title VII of the Defense Pro- 
duction Act of 1950, as amended, unless the time limitation now specified in sec- 
tion 716 (a) of said act is extended or otherwise changed by legislative action in 
a form which permits continuation of this agreement. However, the agreement 
may be terminated at any time as may be determined by the Administrator upon 
notice by letter, telegram or publication in the Federal Register. 

15. Withdrawal from agreement.—Any participant may withdraw from this 
agreement subject to the fulfillment of obligations incurred under this agreement 
prior to the date such withdrawal becomes effective by giving not less than 30 
days’ written notice to the Administrator. 

16. It is understood that the voluntary agreement relating to the supply of 
petroleum to friendly foreign nations, dated June 25, 1951, is at an end and is no 
longer of any force or effect as to any act or omission to act subsequent to its 
termination. 


Senator Frear. I have one last question, Judge. Dr. Flemming 
said he knew of no cases where this authority would have been useful 
that is this 20-year authority. 

Do you know of any specific cases where it could have been useful, 
or any contemplated where it might have been useful? 

Mr. Barnes. I cannot give you any specific cases because quite 
obviously they would not come to our attention if they required a 
longer period. 

I can think of 1 or 2, where there was some discussion about 
whether or not it would not be better to have a longer period for 
the various extensions of the Defense Production Act, than 2 years. 
[ cannot tell you specifically what they were. I have one in mind but I 
do not want to hazard the mention of it because I am not certain. 

Senator Frear. I think if there were very many of these cases or 
if it was something that was quite urgent, [ would be interested to 
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hear of them, and maybe you would like to supply it, if it is not secret 
or classified. If you would like to tell us the companies concerned, I 
would be interested in knowing, if it is permissible. 

Senator Frear. Judge, we are very happy that you could come 
down and we are sorry we could not offer you any more than plain 
water, but maybe next time you come down you might be the Attorney 
General. We have been very happy to have you. 

Mr. Barnes. Thank you, Mr. Chairman. 

(Whereupon, at 5:45 p. m., the committee recessed to reconvene 
at 10 a. m., Tuesday, June 21, 1955. 
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TUESDAY, JUNE 21, 1955 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 
Washington, D. C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:15 a. m., Senator J. Allen Frear, Jr. (chairman of the 
subcommittee) presiding. 

Present: Senators Frear, Sparkman, Douglas, Capehart, and Bush. 

Senator Frear. The subcommittee will come to order. 

Our first witness this morning is the able and distinguished Congress- 
man from New York, Emanuel Celler. 

We are mighty happy to have you over on this side to be with us in 
the Banking and Currency Committee. We know of your great 
interest and hard work in the matter on which you are about to speak, 
and we give you a very cordial welcome. 


STATEMENT OF EMANUEL CELLER, A REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF NEW YORK, CHAIRMAN, COM- 
MITTEE ON THE JUDICIARY, HOUSE OF REPRESENTATIVES, 
ACCOMPANIED BY KENNETH HARKINS, COCOUNSEL, AND 
GERALD WALDEN, ASSOCIATE COUNSEL, OF THE ANTITRUST 
SUBCOMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
HOUSE OF REPRESENTATIVES 


Mr. Cetier. Thank you very much indeed, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I am grateful 
for your kindness and cooperation in scheduling my appearance 
before this subcommittee. Members of the Banking and Currency 
Committees in both Houses deserve the thanks and commendation 
of the people of this country for their diligence and ability in presenting 
to the Congress proposed enactments dealing with our defense pro- 
gram which were models of legislative draftsmanship. Mandatory 
control legislation is complicated, at best, and I believe considerable 
credit for the successful transition of this country from a peacetime to 
a mobilization economy and a subsequent return to more normal 
conditions is due this committee. 

The success of the defense legislation drafted by this committee has 
been attested to by many prominent persons who have pointed out 
that almost all of the controls necessitated by the Korean conflict 
have now been removed. The Office of Price Stabilization, Petroleum 
Administration for Defense, and Defense Production Administration 
are now buried with their brethren wartime Government agencies, 
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with only their records in the Archives remaining as epitaphs to their 
eminent success. Thus, it was that your committee was able to 
state—and I think with some degree of satisfaction—that as of 1953: 







Ver ubstantial expansion in the Nation’s capacity for the production of goods 
and services since Korea has brought supply and demand in most segments of 
the eco ieee substantially into balance. That is why it has been possible to 
decontrol prices and wages and essentially limit the use of materials controls to 
military production. That is why it has been possible to discontinue the general 
listribution of materials throughout the civilian economy excent for a few scarce 

d critical items essential to defense. 

















It is just because of the successful progress made by this Nation 
under ihe statutes previously drafted and recommended by this 
committee that I today strongly urge upon you to allow another 
section of the Defense Production Act to expire at this time according 
to its terms. I refer specifically to section 708, called the immunity 
section. 

Section 708, unfortunately, is not one of the better known and 
more widely discussed provisions of your act. It is, however, in my 
consideration, one of the most significant and far-reaching pieces of 
legislation now on the statute books of the United States. I do not 
feel I exaggerate in this regard. Let me summarize, in brief, exactly 
what this portion of the act permits, so that you will see with me some 
of its tremendous implications. 

First, it authorizes the President to consult with representatives 
from various sectors of the economy with the view toward approval 
by the President of voluntary agreements and programs to further 
the objectives of the act. 

Second, the act provides that: 

No act or omission to act pursuant to this Act * * * if requested by the 
President pursuant to a voluntary agreement or program approved under sub- 
section (a) * * * shall be construed to be within the prohibition of the antitrust 
laws or the Federal Trade Commission Act of the United States. 

What these and other provisions of section 708 do, in effect, is to 
authorize the President directly or his designate, who must secure the 
approval of the Attorney General after consultation with the Chair- 
man of the Federal Trade Commission, to exempt conduct in viola- 
tion of the antitrust laws from prosecution if such conduct is requested 
in the interests of the defense program. In other words, with no 
limitations as to the nature of the activity involved, immunity from 
antitrust prosecution may be granted by this statute. This may be 
justified in an all-out emergency. When the emergency is over, 
however, competition and free enterprise should be encouraged, not 
lessened. 

It is interesting to note, gentlemen, that yesterday the President 
at San Francisco made a ver vy - statesmanlike utterance that emphasized 
the need to prepare for peace, not for an emergency. I therefore 
believe this committee must now seriously question whether there is 
any longer need for abandoning our traditional antitrust policy in 
favor of concerted action among competitors and special treatment for 
monopolies. 

We have, of course, recognized that in times of dire emergency, 
certain exceptions to our antitrust laws and free competition must be 
made just as during such periods certain exceptions to the personal 
liberty and freedom of individuals occur. To be perfectly frank, as 
the price of survival, we have had no choice. Wartime, unfortunately, 
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has therefore been a catalyst which has stimulated the ee of 
monopolies and retarded the crowth of competition; it has led to 
procurement policies favoring a few select concerns with military and 
Government purchase orders while smaller firms were lite1 ‘ally driven 
to the wall. When my Monopoly Subcommittee in the 82d Congress, 
studied the recent mobilization program, it found that 55.3 percent 
of the total volume of prime defense contracts had gone to just 100 
large corporations. A similar experience was had in World War II 
when, between June 1940 and September 1945, two-thirds of the prime 
contracts awarded by the Government had been placed with the top 
100 corporations. Thus, as Donald Nelson, former Chairman of the 
War Production Board, frankly confessed, during wartime ‘‘business 
firms of subaverage size more often than not did get the dirty end of 
the stick.” 

Take the matter of allocation of materials which are scarce. Small 
companies without historical positions with large suppliers or without 
integrated facilities of their own are unable to obtain raw or semi- 
fabricated products and perish by the thousands. Even today, as 
you know, small aluminum fabricators are finding it difficult to 
obtain needed supplies from the large producers, such as Reynolds 
and Kaiser—even Alc oa—notwithstanding the fact that Reynolds 
and Kaiser have profited by millions of dollars through Government 
tax amortization programs and other assistance. 

As a matter of fact, without Government assistance they would 
not be today in business. 

Senator SPARKMAN. Mr. Chairman. 

Senator Frear. Senator Sparkman. 

Senator SPARKMAN. Why do you omit Alcoa from this list? Has 
not Alcoa had those same programs? 

Mr. Creuuer. I would say ‘‘Yes.”’ I would say, however, from our 
experience Alcoa is the least of the offenders recently. Kaiser and 
Reynolds have been very flagrant in their disregard of their promises 
made to Dr. Flemming when the Government curtailed purchases of 
aluminum for stockpiling. They were supposed to give due con- 
sideration to the independents and the fabricators, but they were 
woefully lacking in any degree of public spirit in that regard. Alcoa 
did much better than Kaiser and Reynolds, 

Senator SparKMAN. I was talking particularly about the tax amor- 
tization. I was under the impression that all of them—— 

Mr. Cetuer. All of them did. That is correct. 

Senator SparKMAN. All of them got pretty much the same. 

Mr. Cetier. But I just emphasized Kaiser and Reynolds recent 
activities. Yes. Alcoa has been an offender in the past. 

I need go no further to emphasize the fact that the effects of monop- 
oly are heightened and the tempering effects of ¢ ompe tition diminished 
during emergency periods. But, gentlemen, isn’t that all the more 
reason for removing monopoly restrictions and preventing further re- 
straint of trade just as rapidly as we can upon the termination of @ 
wartime crisis? As a matter of fact, the cold war may go on for de- 
cades. The President implied that only recently. Abolition of the 
Sherman Act should not therefore, become a fixed policy. The 
Sherman Act should not be repealed by attrition. 

These voluntary agreements provide a ready vehicle for serious 
restraints upon the country’s economy. I understand there were 
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about 80 of those agreements. I think there are 56 presently in opera- 
tion. 

As the former Attorney General, Mr. McGrath, himself said in a 
sharply critical report on the potential effects of such agreements under 
the act—you will find this statement in the first report of the Attorney 
General pursuant to section 708 (e) of the Defense Production Act 
filed on December 7, 1950: 

The use of voluntary agreements and programs to carry out the mobilization 
program may result in business enterprise, vigorously competitive in normal times, 
evolving common courses of action to restrain production, retard technical de- 
velopment, limit expansion, reduce quality and raise prices. To the extent that 
the mobilization program requires joint action by businessmen, opportunities are 
presented to work out restrictive agreements either within or without the frame- 
work of a Government sponsored program. 

Senator CapeHartr. Would you prefer to wait until you finish your 
paper before we ask questions? 

Mr. Cetier. Whatever you wish, Senator. 

Senator CarpEHart. Did you adopt any policy, Mr. Chairman, as 
to whether we would ask questions as the Congressman goes along? 

Senator Frear. There has been no policy. 

Mr. Cexuier. | find from experience that many questions are 
answered in subsequent paragraphs. However, Senator, I will be 
very happv to accede to your request. 

Senator CapeHARtT. Let me say here you quote the Attorney Gen- 
eral as saying: 

The use of voluntary agreements and programs to carry out the mobilization 
program may result in business enterprise, vigorously competitive in normal 
times, evolving common courses of action to restrain production, retard technical 
development, limit expansion, reduce quality, and raise prices. 

The testimony on yesterday, which was always my understanding 
of these agreements, was that it was to do just the opposite. The 
purpose of the agreements was to permit two or more concerns to 
make the same war materials, thereby exchanging technical informa- 
tion and know-how, and give the Government the benefit of lower 
prices and the benefit of the exchange of ideas; and that it always 
worked to the benefit of the little fellow because the big fellow had 
the know-how and technical information, and this simply divided 
that up among a number of people. 

That was the testimony given on yesterday. If these agreements 
we are talking about here do not do that, then I am certainly opposed 
to them and everybody else should be opposed to them. 

Mr. Cretuer. | do not know who testified to that effect. May I 
ask? 

Senator Caprnart. Dr. Flemming and Judge Barnes, and the 
attorney for Dr. Flemming, Mr. Kendall. 1 believe they testified 
yesterday, and we placed in the record, that they had entered into 
some 50 agreements. We put them in the record yesterday. (See 
p. 74.) Many of them have been withdrawn, but it was quite a sizable 
list. 

Is it possible, Mr. Chairman, to get a copy of a few of those up here, 
so that we can take a look at them? 

Mr. Cenuer. I think before your committee acts you should 
examine many of them. 

Senator CaApenart. Yes. Let us examine 3 or 4 or 5 of them and 


see exactly what they do. For example, in direct questioning by myself. 
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on yesterday I said, “Give me an example of what these voluntary 
agreements are.’ 

In one of the agreements it was pointed out they had an agreement 
on fuses. I said, “‘Why do you need an agreement on fuses, * and the 
answer was they. wanted to get a half a dozen manufacturers making 
the same fuse because no one manufacturer could make enough of 
them, Secondly, it was bad practice to have one manufacturer making 
all of a good fuse because the plants ought to be scattered so that in 
case of bombing, or in case of fire or any other catastrophe, one could 
proceed. They wanted this legislation so that in the case of fuses each 
of the manufacturers could exchange know-how and technical knowl- 
edge and thereby get a uniformity in fuses which you have to have. 
They are used in different guns and they must all be exactly alike. 
They wanted to get a uniformity in gages, tools, dies, jigs, and so 
forth. 

If that is the kind of agreements they are talking about then I think 
they are good. If the agreements go further and permit restraint of 
trade in civilian goods, or even let us say war materials that are 
standard, like trucks, automobiles, hats, clothing, shoes, or things of 
that sort, then I think that is something else. But where they are 
absolutely 100 percent special and can be used only by the Govern- 
ment, like a fuse, or a certain kind of an airplane, or a bomber, then 
they may be good things. I do not know. 

Mr. Cetier. Of course, these agreements in the first place- 

Senator Capenarr. Mr. Chairman, let us get them up here so we 
can have them this afternoon if we will be in session tomorrow morn- 
ing. Let us get a half a dozen of these agreements. 

Senator Frear. I do not recall that you asked for these agreements 
yesterday, 

Senator Carenart. I did not. 

Senator Frear. We have already put one in the record on pe- 
troleum supply (see p. 74) and here are two more of various types 
that we will insert here. 

(The agreements referred to follow:) 





PLAN AND REGULATIONS OF ORDNANCE Corps GOVERNING THE INTEGRATION 
CoMMITTEE ON BurstTeR Casincs 


This describes the plan of the Ordnance Corps for the formation, organization 
and functioning of an Ordnance Integration Committee on Burster Casings and 
the operating procedures by which such Committee fulfills its purpose. It further 
presents an explanation of the necessity and urgency for such a Committee. 


1. NEED FOR INTEGRATION 
(a) General 


Burster casings are used in all bursting type gas and smoke shell. which are 
made in calibers from 57 millimeters to 155 millimeters inclusive. The burster 
casing serves two purposes. One is to seal the top end of the shell after it has 
been filled with chemical. The other purpose is to act as a container for the 
bursting charge which is the explosive charge which bursts the shell and distributes 
the chemical filler to give maximum effectiveness. 

The burster casing is a press fit in the shell adapter and the press fit is the means 
of sealing the open end of the shell. The casing is made up of steel tubing, seamless 
or welded. Some are upset at the open end and others are silver soldered to 
a sleeve at the open end, 

The main purpose of the burster casing is to form a secure closure for the 
chemical filler put into chemical shells. Failure of manufacurers to conform to 
the drawing tolerances and proper brazing has resulted in defective burster 
easings. This has caused what are known as “‘leakers,’’ and as a result, extreme 
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hazards to personnel have occurred by allowing toxic fillings to escape. The 


shell is used against a variety of targets including personnel in the open or in 
foxholes, unarmed vehicles, buildings and light fortifications, to screen troop 
movements, and to deny use of the ground to the enemy. 

(b) Preduction problems 

The formation of an Integration Committee on Burster Casings is urgently 
needed for the following reasons: 

1) The items presently being produced are much more difficu't to produce 
under the redesigned drawings and specifications in that close tolerance in machin- 
ing of the metal parts is required. The physical qualities of the tubing are such 
that close tolerance machining at production levels results in a high rate of 
cutting-tool wear, as well as roughness of the finish. This necessitates a slower 
machining operation. The brazing presents another problem, in that the item 
is subjected to severe hydrostatic and air tests, prior to acceptance by Ordnance 
inspection. Varnishing continues to present problems to several manufacturers 

(2) The proper brazing of the sleeve to the tube is an important operation. 
Proper cleaning and fluxing of the metal parts are necessary, together with the 
proper flow of silver solder since the chemical solutions are extremely dangerous 
and the burster casing must be absolutely leakproof to be acceptable. A uniform 
product is essential. 

(3) In general, many of the drawings now in use for burster casings are 10 to 
12 years old, with many revisions. Picatinny Arsenal has initiated a program of 
redesigning all burster casing drawings. An additional requirement in the new 
design is a hydrostatic test which varies, (according to the specific item to be 
tested) from 400 pounds to 9,800 pounds per square inch, or 90 percent of the 
minimum specified yield. This test obviously is a much more severe test on leak- 
age than the 200-pound air test previously employed in testing these items. The 
hydrostatic test is a necessity, however, in order that leakage of the toxic filler 
may be eliminated, or at least, reduced to a minimum, thereby reducing the haz- 
ards to personnel. Heretofore, the method employed in the ordnance assembly 
plant on incoming shipments is as follows: The inspector selects a standard 
sample and performs 100 percent air test on that sample, with spot check on 
dimensions ana finish. If there is any leakage at all, the entire lot must be 
thoroughly tested, creating additional expense to the Government. Frequently 
one or more facilities will have difficulty meeting new or present requirements, 
while another will have already solved the problem. An exchange of information 
will eliminate costly delays and additional inspection in many cases. 

4) Many manufacturers have been unable to meet their contract schedules 
due to being unable to obtain the type of steel necessary to meet the requirea 
specifications. Cooperation of the manufacturers through integrated action 
would be advantageous in loaning, on a replacement basis, certain critical items 
of steel tubing. 

(5) There is no commercial counterpart of this item. 

(6) The extent of competition among contractors in the production of these 
items is limited in that very few contractors are producing the same specific 
burster casings. The same manufacturing techniques, however, as well as the 
problems incident thereto are applicable to all contractors. 

(7) Production of burster casings is increasing at present, and it is expected 
that the production will continue to increase as additional requirements for 
chemical filled ammunition are placed on the Ordnance Corps. 





2. REASON FOR THE SELECTION OF THE COMMITTEE 





The burster casing is a difficult item to manufacture, therefore, the skill, knowl- 
edge and know-how of one manufacturer, producer or contractor is made avail- 
able to others with the result that production may be expedited on schedule to 
meet the requirements of the loading plants. ‘Those manufacturers listed in 
paragraph 6, section 5a hereof are presently producing burster casings under 
contracts with the Ordnance Corps. 





3. FUNCTION OF COMMITTEE 
(a) The committee is composed of and shall be limited to the Ordnance Corps 
and those manufacturers who are under contract with the Ordnancé Corps to 
produce burster casings. The committee functions within the scope of section 5 
hereof, and such function is limited to the particular problems which arise in 
the production of burster casings. This limitation is necessary in order that the 
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committee will not become involved in problems extraneous to the purpose for 
which it is organized. Antitrust immunity under section 708 of the Defense 
Production Act is available to the committee members only to the extent of acts 
and discussions involving matters specifically contained in this plan and only 
when such matters are discussed at a meeting of the committee called and held 


pursuant to the formalities set forth in this plan. The Ordnance Corps inde- 
pendently, evaluates the information available from committee activity and 
makes any determination of appropriate action to be taken. Through steict 


control of its integration committee activities it will prohibit any unauthorized 
and unwarranted use of the committee and will restrict the activities of the com- 
mittee to the objectives set forth herein. 

(b) The committee shall in no way be concerned with procurement policy and 
shall in no way affect or influence the Ordnance Corps in the placement of con- 
traets, or in the price, trade, marketing, or any other of the incidents of procure- 
ment. Procurement has been and shall be made in accordance with the Armed 
Services Procurement Act and the regulations, directives, and policies of the 
Department of Defense and the Department of the Army implementing such 
act. 

c) Subcommittees may be formed as deemed necessary by the chairman of 
the committee. Such subcommittees shall be subject to the same requirements, 
limitations, and procedures as the committee. 


4. UTILIZATION OF COMMITTEE BY THE ORDNANCE CORPS 


The Ordnance Corps, through the medium of committee activity, as delineated 
in section 5 hereof, will be able to accomplish the following objectives: 

(a) Make available to all the prime contractors the benefit of the production 
experience and techniques of each contractor member in the group without royalty 
or charge, and so to integrate the facilities of the group as to attain maximum 
production in the shortest possible time. 

(b) Control, divert, and direct critical materials to prime contractors who have 
the greatest demand for them. One or more types of materials may be in great 
demand at a given time by one prime contractor and at the same time another 
contractor may have an inventory of such materials in excess of its immediate 
demands, yet have its production retarded for lack of some other critical materials 
not immediately required by others. 

(c) Introduce and effect changes in material and design with a view to standard- 
ization of material, and to effect uniformity in bills of material, drawings, specifi- 
‘ations, and descriptions of engineering changes so as to maintain full inter- 
changeability of parts. 

(d) Provide for the interchange of materials, skills, tools, training aids, ma- 
chines, and other necessities of production. 

(e) By comparison of productive data to the requirements of the Ordnance 
Corps, establish production schedules to meet such requirements. 


5. SPECIFIC ACTIVITIES OF THE COMMITTEE 


a) Furnishing the data 


The contractor members furnish the Chairman or Deputy Chairman with 
a list of facilities; the rate of production, actual or projected; an inventory of 
finished parts; an inventory of material on hand, on order, and promised delivery. 
The Ordnance officer attached to the committee compiles the production data. 
By comparing this data to the requirements of the Ordnance Corps a production 
schedule can be made by the Ordnance Corps. On the basis of this comparison, 
the Ordnance Corps will be enabled to determine whether the production capac- 
ity, material, and facilities requirements for present and future commitments 
are met. 


(b) Allotment of production schedules 


After correlation of the data by the Ordnance representative, the committee 
may recommend to the Ordnance Corps the allotment of definite production 
schedules necessary to meet requirements. 


(c) Changes in material and design including standardization of material 


The committee may consider and recommend desired changes in material and 
design including standardization of material. The branch of the Ordnance 
Corps having control of the item or items is charged with the maintaining, throug! 
its engineering personnel, of bills of material, drawings, and specifications, deserip- 
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tions of engineering changes, etc. Where a committee member desires a change 
in one of the above engineering activities, the Ordnance Corps may decide that 
the change will be adopted by all members in order that the committee maintain 
full interchangeability for the Ordnance requirements. 

The committee may conduct tests, chemical, metallurgical or mechanical 
through usual industry or Ordnance channels to prove the adequacy of the change. 
The committee may then submit, through the committee Ordnance officer, the 
recommendation for the change, together with full information to the engineering 
personnel, for approval or rejection. The Ordnance officer attached to the com- 
mittee is charged by the Ordnance Corps to see that all members keep their 
drawings, etc., exactly alike, and that full interchangeability is always maintained 
for all Ordnance requirements. 


d) Interchange of parts, material, skills, tools, training aids, machines, ete. 

The Ordnance officer attached to the committee will maintain such production, 
performance, and control records and material inventories as are necessary. 
Based on these records the committee will be in a position to advise the Ordnance 
Corps as to the most economical method of adjusting production to meet require- 
ments and loading schedules. 

The committee may consider and recommend to the Ordnance Corps, through 
the Ordnance officer attached to the committee, the interchange of parts, mate- 
rial, skills, tools, training aids, machines, ete. The transfer of Government- 
owned machines or tools or other Government property shall be made on memo- 
randum receipt and shall be cleared through the Ordnance district office or the 
contracting officer, whoever is responsible under the contract as a representative 
of the Ordnanee Corps. The interchange between industry members of property 
owned by them may be on an outright sales basis or on an exchange basis. 

(e) Action to achieve uniformity of parts, drawings, bills of material 

Uniformity of parts and drawings among the contractors manufacturing any 
given end item is prerequisite to the interchange of material between committee 
members. The attainment of such uniformity where it does not already exist 


among the members of an integration committee is therefore an important 
function of every committee. 


6. MEMBERSHIP AND MEETING OF COMMITTEE 





This committee will be formed as follows: 
(a) Membership 


(1) The Chairman is Mr. Robert Sellers, Ordnance Ammunition, Center Joliet, Ill. 

(2) The Deputy Chairman is Capt. Stewart H. Arnold, Ordnance Ammunition 
Center, Joliet, Ill. 

(3) The civilian assistant to the Chairman is Mr. Harold Nienan, executive 
vice president of the Prentiss-Wabers Manufacturing Co., Wisconsin Rapids, Wis. 

(4) One or more Ordnance Corps officers experienced in military procedures, 
burster casings production and engineering, shall be appointed by the Chairman, 
to work with the committee. 

(5) Contractor membership shall be as follows: 

(a) Each prime contractor producing subject-item under Ordnance contracts 
shall be a member of the committee. The present contractor-members are: 
Arndt Metal Craft Corp., White Horse Avenue and State Route 33, Mercerville, 

N. J. (Mail: Trenton 9, N. J.) 

Automatic Steel Products Co., 1201 Camden Avenue SW, Canton 6, Ohio 
Bruner-Ritter, Inc., 1720 Fairfield, Bridgeport, Conn. 

Dakin Manufacturing Co., 4301 North Harlem Avenue, Chicago 31, IIL 
National Silver Co., 267 West Water Street, Taunton, Mass. 

Northwestern Corp., 1006 East Armstrong Street, Morris, Ill. 

Production Plating Works, 123 West Main Street, Lebanon, Ohio 

Eisen Bros., 1601-1635 Willow Avenue, Hoboken, N. J. 

Gaychrome Co., 25 St. Johns Road, Worchester, Mass. 

McDowell Manufacturing Co., 301 Stanton Ave., Millvale, Pittsburgh 9, Pa, 
Michigan Steel Tube Products Co., 9450 Buffalo Street, Detroit 12, Mich. 
Prentiss-Wavers Products Co., Wisconsin Rapids, Wis, 

Stubnitz-Greene Spring Corp., 404 Logan Street, Adrian, Mich. 
Super-Vent Co., 905 West North Avenue, Chicago 22, Ill. 

(b) Each new prime contractor under Ordnance Corps contract for the produc- 
tion of burster casings shall become a member of the committee. The name and 
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address of each such contractor shall be submitted through channels to the Di- 
rector, Office of Defense Mobilization for appropriate action. 

(c) Termination or cancellation of a contract with the Ordnance Corps for the 
production of burster casings shall terminate the membership of such contractor- 
member and the Director, Office of Defense Mobilization, shall be notified of such 
termination for appropriate action. 

(6) One policy-level official and one senior production official from each of the 
prime contractors shall represent the members of the committee. Specially 
qualified technical personnel of the contractor-members may attend committee 
sessions as required to furnish technical assistance. 

(7) The secretary shall be an Ordnance officer designated by the chairman or 
deputy chairman. 

(8) Qualified consultants may be appointed to the committee by the Ordnance 
Corps acting through the chairman. 

(9) Government employees shall render the necessary clerical assistance to the 
committee. 

(b) Meetings 

(1) The following requirements for the conduct of meetings shall be observed: 

(a) The initiation and formulation of agenda shall be performed by the Gov- 
ernment. 

(b) The meetings to be held shall be at the call of and under the chairmanship 
of Government representatives. 

(c) Full and complete minutes shall be kept. 

(d) Determinations of action to be taken shall be made solely by Government 
representatives. 

(2) Committee meetings shall be called by the chairman, deputy chairman, or 
the Ordnance officer attached to the committee. The agenda shall be prepared 
by the chairman or deputy chairman. Invitations to attend will include a copy 
of the agenda of the meeting in order to facilitate proper representation at the 
meeting. 

(3) The chairman, deputy chairman, or Ordnance officer attached to the com- 
mittee shall preside at all meetings, which shall be held at offices assigned to or 
| under the control of the Ordnance Corps. The secretary of the committee shall 
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maintain and keep minutes of committee meetings. 













7. SUSPENSION OF COMMITTEE ACTION 









y This committee shall not be continued beyond the expiration date of title VII 
of the Defense Production Act of 1950, as amended or extended, or such earlier 
date as the Ordnance Corps may designate. If, prior to the expiration date of 
the act, the need for further active operation of the committee ceases, the chair- 
man shall notify each member of the committee, the Director, Office of Defense 

A Mobilization, the Attorney General of the United States and the Chairman of 

the Federal Trade Commission to thac effect. The committee will cease to func- 

tion upon such notice and will be officially terminated by appropriate action on 
the part of the Director, Office of Defense Mobilization, 











JANUARY 18, 1951. 


DEPARTMENT OF COMMERCE, MARITIME ADMINISTRATION VOLUNTARY PLAN 
Unper Pusuic Law 774, 8lst CoNGRESS FOR THE CONTRIBUTION OF TANKER 
Capacity FOR NATIONAL DEFENSE REQUIREMENTS 










The Secretary of Commerce, pursuant to authority vested in him by Public 
Law 774, 8lst Congress,-and Executive Order 10161, after consultation with 
representatives of the tanker industry, and after expression of the views of in- 
dustry, labor, and the public generally at an open public hearing held on January 
18, 1951, has determined that the following plan of voluntary action is practicable 
and is appropriate to the successful carrying out of the policies set forth in Public 
Law 774. 

1, What this plan does.—This plan sets up the procedure under which the owners 
and charterers of oil tankers (hereinafter called participants) agree voluntarily 
to make tankers and tanker space available to the Department of Defense and to 
other participants at the request of the Maritime Administrator, hereinafter 
referred to as the ‘Administrator,’ and as provided for in the plan. The plan 
provides for the pro rata contribution of tanker capacity to the Department of 
Defense, at freight rates and upon charter terms and conditions determined by the 
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Administrator, in such a way as to distribute the burden of such contributions 


among all the participants in the plan in mathematical proportion to each partic- 


ipant’s “‘controlled tonnage” as hereinafter defined. 

2. Agreement by participants —Fach participant hereby agrees to contribute, 
pursuant to the provisions of the plan, tanker capacity as requested by the 
Administrator at such times and in such amounts as the Administrator shall 
determine to be necessary to meet the essential needs of the Department of 
Defense for the transportation of petroleum and petroleum products in bulk by 
sea 

3. Administration of plan.—The plan shall be administered by a ‘Tanker 
Requirements Chairman,” hereinafter referred to as the chairman, who shall be 
a full-time employee of the Maritime Administration. -He shall administer the 
plan with the advice of a tanker requirements committee hereinafter referred to 
as the committee, appointed by the Administrator from the tanker industry. 
The chairman and the committee shall assist the Maritime Administrator in 
obtaining for the Department of Defense the use of such industry tankers as may 
be required by such Department. The chairman with the advice of the committee 
shall also apportion the contribution of tanker capacity under the plan among the 
participants hereto, in accordance with the formula set forth in paragraph 4 
below, and the participants agree that they will make available such tanker 
capacity as requested by the Administrator either by charters directly to the 
Department of Defense, or to other participants in the plan. 

4. Pro rata contribution —Each participant hereto agrees to contribute tanker 
capacity under the plan in the proportion that its controlled tonnage bears to the 
total controlled tonnage subject to the plan. 

“Controlled tonnage”’ shall mean the total annual carrying capacity, expressed 
in terms of 30° gravity crude oil, Port Arthur/New York, of all tankers of over 
6,000 tons deadweight capacity which are: 

(a) Owned by a participant if under United States flag registry, plus 

(6) On charter or under contract to such participant for a period of 6 
months or more from the effective date of this plan, regardless of the flag of 
registry, less 

(c) Chartered out or under contract to others for a period of 6 months or 
more from the effective date of this plan, plus 

(d) Any foreign flag tonnage which a participant may wish to designate 
as “controlled tonnage.”’ 

rhe obligations of the various participants to contribute tanker capacity under 
the plan shall be calculated on a pro rata basis among the participants by the 
chairman with the advice of the committee as soon as possible after the effective 
date of the plan. Such calculations shall be revised thereafter at 6 months’ 
intervals and such revised calculations shall take into account any charters for a 
period of 6 months or more made by participants during the preceding 6 months’ 
period in determining the respective obligations for the succeeding 6 months. 

5. Freight rates under plan.—Charters of vessels made at the request of the 
Maritime Administration, pursuant to the plan, shall be made at a fair and 
equitable rate and upon charter terms and conditions to be determined by the 
Administrator after consultation with the committee and the Department of 
Defense, and such rate shall govern in all transactions among the participants in 
the plan insofar as operations under the plan are concerned. 

6. Reports from participants.—Each participant shall, upon request of the chair- 
man, submit, in such form as may be requested, to the Maritime Administration 
reports setting forth information as to controlled tonnage necessary for the 
administration of paragraph 4 of the plan. 

7. Procedure for and effect of becoming participant.—After approval of this plan 
by the Attorney General and by the Secretary of Commerce, and after requests for 
compliance with it have been made of tanker owners and charterers by the Secre- 
tary of Commerce, any such owner or charterer may become a participant in this 
plan by advising the Administrator in writing of its acceptance of such request. 
Such requests for compliance will be effective for pn oad ag of granting certain 
immunity from the antitrust laws and the Federal Trade Commission Act, as 
provided in section 708 (b) of Public Law 774, only with respect to such tanker 
owners and charterers as notify the Administrator in writing that they will comply 
with such request. 

8. Effective date and duration.—This plan shall become effective upon the date 
of its final approval by the Secretary of Commerce. It shall cease to be effective 
at the termination of title VII of Public Law 774, 81st Congress, unless the time 
limitation now specified in section 716 (a) of Public Law 774 is extended or other- 
wise changed by legislative action in a form which permits continuation of this 
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plan. However, the plan may be terminated at any time as may be determined 
by the Secretary of Commerce upon not less than 60 days’ notice by letter, tele- 
gram, or publication in the Federal Register. 

9. Withdrawal from plan.—Any participant may withdraw from this plan 
subject to the fulfillment of obligations incurred under this plan prior to the date 
such withdrawal becomes effective, by giving not less than 60 days’ written notice 
to the Administrator. 

10. Duration of immunities.—In the event of termination of this plan and in 
the event of the withdrawal of any participant, the immunities referred to in 
paragraph 7 hereof shall extend to the fulfillment and receipt of obligations after 
the effective date of such termination or withdrawal as the case may be, incurred 
pursuant to this plan. 

11. Administrative expenses—Any reasonable expenses of administering this 
plan which are not borne by the Government will be paid by the participants in 
proportion to their pro rata obligation to contribute tonnage as computed under 
section 4 of the plan. 





Pursuant to section 708 of Public Law 774, 81st Congress, and Executive Order 
10161, I hereby find that the above voluntary plan is in the public interest as 
contributing to the national defense, and, after having consulted with the Attorney 
General and the Chairman of the Federal Trade Commission not less than 10 
days before making any request or finding thereunder, and, after having obtained 
the approval of the Attorney General to requests to be made thereunder, I hereby 
approve the above voluntary plan under section 708 (a) of said act. 

[SEAL] CHARLES SAWYER, 

Secretary of Commerce. 

WasuHINneToN, D. C., January 23, 1951 

Mr. Cetuer. You will find many of them published in the Federal 
Register and you will have no difficulty in obtaining them. 

Senator Capenart. Do you find they are as I described them? 

Mr. Cretiter. No, I donot. I should like to reply to your question 
in detail, but first, I want to say, Senator, the question is most perti- 
nent and indicates your usual perspicacity in asking it. I repeat that 
these agreements cover a wide range of subjects. They will cover 
articles that are used by civilians as well as Government procurement 
items. [Iam not so naive as to think that when concerns get together 
which have the added profit motive, while they may in some instances 
reduce prices, they will not more than make up for the reductions 
subsequently. For they can get together and fix the prices in arrange- 
ments of this sort. 

But let me read to you what Herbert Brownell, the Attorney 
General, said about these agreements. It was in the latest report of 
the Attorney General pursuant to section 708 (e) of the Defense 
Production Act, dated April 18, 1954: 

Experience has shown that the theoretical advantages of pooling are sometimes 
overbalanced by disadvantages which serve to hamper pool operations. Inherent 
in the operation of pools are such problems as friction among members, flagging 
interest during periods of failure to secure new defense contracts (and meanwhile 
the agreements subsist, of course), procrastination and delay in performing pool 
duties, excessive overhead attributable to decentralized operations, delay in 
arriving at joint decisions, financing pool operations over a prolonged period of 
time, demonstrating financial responsibility to contracting officers, and the 
uncertainties posed by their indeterminate existence. It appears relatively few 
pools have been able satisfactorily to overcome all of these handicaps to maximum 
efficiency and operation. 

Senator CaprHart. He is talking there about these small-business 
men’s pools, is he not? 

Mr. Creuuier. Yes, Senator, he is. A subcommittee of our-Com- 
mittee on the Judiciary of the House made this statement in a report 
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after long deliberation in the 82d Congress on the growth of monopoly 
power: 

Two important agreements pursuant to section 708 of the act consisted of a 
voluntary agreement and a plan in the field of petroleum, which was recom- 
mended by the Secretary of the Interior, who is Petroleum Administrator for 
Defense. Under the agreement and subsequent plan, American oil companies 
operating abroad may cooperate in increasing crude oil production in some 11 
countries and in inereasing the manufacture of refined petroleum products in 


some 27 countries; such companies may make arrangements for the purchase, 


loan, sale or exchange of crude oil, petroleum products, and blending agents for 
distribution in foreign countries, and such concerns may make joint arrangements 
for the utilization of terminal and storage facilities, tankers, pipelines, and other 
transportation facilities. * * * The plan of action, which has been exempted 
from the provisions of the antitrust laws, provides in general terms for the opera- 
tions of the subcommittee and the Foreign Supply Committee insofar as inter- 
national production, pooling, distribution, storage, and transportation of 
petroleum and petroleum products are concerned. The substantive content 
of the plan, however, remains to be formulated by means of implementing sched- 
ules. By the very nature of such schedules, therefore, dealing as they do with 
what have long been legally considered cartel practices, it is imperative that 
each of them be closely scrutinized by the Department of Justice. 

That is a very wide cartel power to be given to any group of com- 
panies. If you bear in mind the profit motive, the very strong 
temptation is always there to feather their own nest. 

I think if this committee were to examine some of those agreements 
and see what was done under them and also examine the question of 
prices, | think you could find some startling revelations. I do not 
have all of the details before me now, but we went into some of them 
in 1951 and 1952, and we came up with very alarming results. 

| will continue now on what Mr. McGrath said in the first report of 
the Attorney General pursuant to section 708 (e) of the Defense 
Production Act. 


It is important that the publie need shall not become a cloak for concerted 
action undertaken privately to the public detriment. 

I emphasize to you again that the antitrust laws have formed the 
basic foundation of this country’s economy since the Sherman Act 
was put on the statute books in 1890. Deviations therefrom, such 
as are proposed to be continued in section 708, have been permitted 
only under the most serious national emergencies. The provisions of 
section 708, for example, were enacted solely because of the grave 
situation confronting the Nation as a result of the Korean conflict. 
As the distinguished chairman of the House Banking and Currency 
Committee explained in the report he submitted on behalf of the act: 


The second fact is that in spite of these considerations we are at the moment 
faced with certain grim problems. 


Similar considerations motivated this committee as explained in the 
committee report accompanying the Defense Production Act of 1950: 


The seriousness of the situation which was thrust not only upon the United 
States but upon the whole world as well when the forces of communism were 
unleashed on the Republic of South Korea has impressed upon every American 
the necessity and importance of taking prompt and vigorous action to meet the 
threat of Communist aggression. 


Even in the period of crisis, however, I want to point out that no 
attempt was made to forsake utterly our reliance upon competition 
and free enterprise. As this committee so forthrightly stated in its 
report accompanying the Defense Production Act: 












xt Cnt > EER as 


than tahd lta ONL a ie 0 COA 


: 















DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 115 


The situation (referring to the crisis) has been the motivating factor in all the 
considerations of your committee in making an effort to bring out a bill broad 
enougb to give the Executive necessary powers to cope with this critical situation, 
but not so broad as to regiment the economy of our Nation to the extent that the 
fundamental democratic principles of free enterprise are endangered. 

I submit to the committee that in view of the drastically changed 
conditions which have obviated the need for mandatory rationing of 
scarce materials, the control of prices, and vast authority for super- 
vising agencies—they have all gone down the drain—there is no longer 
any need at all for continuing the immunity provisions accorded to 
businesses from prosecution under the antitrust laws. 

All we have left of the emergency legislation are the provisions 
relating to planning, stockpiling, and the authority to create additional 

capacity for aluminum and other strategic materials. That is all we 
have today. Why do we want to have more? 

Indeed, the better argument lies on behalf of removing these 
immunities and encouraging more vigorous enforcement of these 
statutes so as to promote free and open competition. Yes, far from 
“encouraging the making * * * of voluntary agreements and pro- 
grams * * *’—— 

Senator CapnHarr. Will the Congressman vield there? 

Mr. Cetuer. Yes. 

Senator CarpgHart. That is what I think we have to decide entirely. 
That is, whether or not this does not encourage and enable them to get 
more competition rather than less, if it is applied strictly to 100 percent 
war materials that are made exclusively and only for the Government. 

Mr. Cetuter. Senator, we cannot operate in a vacuum. We have to 
consider what is happening in this land today. You know the tre- 
mendous spate of mergers that are going on. I am reading from the 
Report of Corporate Mergers and Acquisitions, a report issued by the 
Federal Trade Commission in May 1955: 

* * * of an estimated 2,091 recorded acquisitions, in approximately 476 in- 
stances the acquiring company is known to have had assets of $50 million or more; 
and in approximately 532 instances the acquiring company is known to have had 
assets of between $10 million and $50 million. Thus companies valued at not less 
than $10 million appear to have made nearly half the recorded acquisitions. The 
fact of economic significance is the very considerable number of acquisitions by 
large companies. 

We cannot disregard what is happening in our land today with this 
constant fusion of enter prises, which makes for more and more 
oligopoly, if I may use that economic term, and more restrictive 
competition. I question whether we should go further along the road 
to restrict, even to a greater degree by legislation of this sort, com- 
petitive enterprise, if there is no dire emergency. If there is an 
emergency I say by all means do this, but that is a matter you have 
to determine. What is or is not an emergency may not be too easy 
to determine, but if you come up with a conclusion we have not 
got the emergency that we had in the Korean conflict, or the Second 
or First World Wars, then I cannot conceive—— 

Senator Capenart. I am thinking in these terms. There is not 
any question but what the monopolie: s you speak of are here. There 
is no question but what the big are getting bigger, and there is no 
question but what the two wars have brought it about. There is no 
question but what our methods of taxation have brought it about, 
and there is no question but what our labor laws have brought it 
about. There is no question about that. 
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[t has all been due, in my opinion, to government which has brought 
it about. But the question which enters my mind in this respect is 
that war materials today are getting highly technical, and they 
require great skills, particularly to engineer and design them. 

Mr. Cetier. Will you yield to me, Senator? 

Senator CapEHART. Yes. 

Mr. Cetter. You know if you read the language carefully on either 
of the bills and in the Defense Production Act itself, the voluntary 
agreements are not limited to products used in defense. 

Senator Caprenart. I know, but they should be. That is why I 
am having this « -olloquy with you. 

Mr. Ceuuer. It can cover tomatoes or ashcans. 

Senator Carprnart. That is my point. It may be too broad, and 
that is why I am having this colloquy with you to see whether or not 
there is a sphere or an area where they ought to be permitted to do 
that and in my opinion whereby they might encourage More competi- 
tion among more people. For example, suppose the Government now 
wants to place an order for 10 million shells or fuses, and the Govern- 
ment is the only buyer, and they are built according to the specifica- 
tions of the Government. It takes a certain amount of technical 
know-how to do it. Let us say the General Electric Co. has the 
know-how and let us say there are another half a dozen small companies 
that could do it if they had a little know-how. If they are given the 
right under those circumstances to enter into an agreement with 
6 little fellows and General Electric whereby they can exchange 
ideas and they actually give a contract to these 6 little fellows as well 
as General Electric, then you have increased competition and have 
helped the little fellow. But if the *y are unable to do that under the 
law then General Electric may get the contract on 10 million and the 
other 6 little fellows may not get a contract to build any. 

Mr. Cetier. Do not lay any flattering unction to your soul that 
that is what is happening under the practice prevailing. We find 
there is nothing but tremendous concentration of procurement. One 
concern has something like 70 percent of the procurement. I do not 
even need to mention that firm. 

Senator Caprnart. Is that not due to the laws that require com- 
petitive bidding and that contracts be given to the lowest bidder? 

Mr. Creuuer. I think it is due to the administration. I will say it 
is also the case that that flagrant situation prevailed also in the pre- 
vious administration, but there is a tremendous concentration of pro- 
curement. It is much easier to deal with 1 or 2 or 3 firms than it is 
with 100. 

Senator Caprsart. Let me ask you this: Would we be justified 
in saying to the Defense people, “You must distribute this business 
regardless of cost. Even though you can get one man to build a unit 
for a dollar you must distribute it amongst a number of companies, 
even though some of them will charge you a dollar and a half’? Ido 
not know. Sometimes I think, “‘ Yes.” 

Mr. Ce.tter. You can put into legislation all of the pontifical 
declarations you wish. It is a question of how that declaration is 
implemented. I have been here a great many years, even longer than 
you have, Senator, and I know the administrative agencies do not 
follow those mere declarations unless you have some teeth in them and 

some sanctions in there. 
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Senator CaPeHART. Would you join with me in this? I have been 
thinking about it for a long time. Would you join with me to pass 
or introduce legislation which would require that when a prime con- 
tractor bids on a contract he specify in his bid what percentage of it 
he would subcontract with small concerns, and then be required to 
do that if the contract were awarded to him? 

Mr. Cetier. Spendid. I would be happy to join with you. 

Senator Carrenart. I have been thinkmg about it for a long time. 

Mr. Creuxier. We have had illustrations in our committee where 
some of these large firms—and I need not mention them—were asked 
to bid on manufacturing locomotives and diesel engines. Would you 
believe it, Senator, something like 5 or 6 firms presented identical 
bids to the seventh decimal point. 

Senator CapsHart. That is wrong. 

Mr. Cretier. There is no question about it being wrong, and there 
is lots of skullduggery going on and Congress does not know about it. 
Congress finds it increasingly more difficult to know about it. 

However, I think your committee should painstakingly go into this 
question of these agreements. It may be, as you indicate, some of 
them are essential, and I would not be opposed to them. But I would 
want some carefully worded legislation to limit them with specific 
requirements. 

May I go on, Senator? 

Senator Capgenarr. Yes. I think we are getting some good out of 
this colloquy. 

Mr. CreLier. Yes, indeed. 

Senator CaprenHarr. Because I think there is a zone here in which 
maybe if these agreements are used properly they will increase 
competition and help small business. 

Senator Frear. May I interject something at this point, Senator 
Capehart? 

Senator Capenart. Yes. 

Senator Frear. A plan which may be apropos to what you are 
discussing with the Congressman was dated October 29, 1951, put 
out by the Air Force, where General Electric under a research and 
development contract with the Air Force developed the J-47 engine, 
I believe it was. They did not have the facilities at General Electric 
to supply the requirements. The Air Force said that they would 
have to give under this plan, the technical know-how, although it 
was developed at General Electric, to Packard and Studebaker for 
the manufacture of these J-47 engines. They are now doing that. 
That is one where they gave them to two smaller companies. 

Mr. Cretier. That was a very good agreement, but I want to tell 
you this, Mr. Chairman. I would like you to inquire whether or not 
they limited their operations to J-47’s and B-47’s, which I believe 
were the first ones. 

Senator Frear. B-36 was the first one. B-47’s and B-36’s. 

Mr. Cetuer. I think you will find on examination they have applied 
that agreement to other types of planes. That is the situation that 
is dangerous. If they can depart from the terms of the agreement 
and then agree on manufacturing of other types, that is a very serious 
situation because nobody examines these agreements. We pass a law 
and then leave it to someone else. It is only these investigating com- 
mittees that maybe years after unearth these situations. 
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Senator Frear. I can understand that. This plan was only for the 
J-47 turbojet engine, was it not? 

Mr. Ceuier. Yes. 

Senator Frear. That is an example. If it has not been followed 
maybe it is our duty to see there are other plans that do follow along 
similar lines to this one. As you said, I personally think this was a 
good example of what we are trying to bring out and develop. 

Senator CapgEnartT. For example under that contract if they had 
not had the right to make that sort of agreement then General Electric 
would have been the only manufacturer of that jet engine. 

Mr, Crxtuer. I would say this, Senator. You must find out the 
type of need and some agency must be set up to determine whether 
there is any need and something must be in the statute about it. It 
cannot be done willy-nilly without any let or hindrance. 

Senator Carenart. I think it is important, and that is why I am 
delighted you came over here to testify today. I think there is a 
zone there in which they ought to be given the right to do this. But 
I agree with you it ought to be tied down and only ought to be given 
where it will divide the business and put more people into the pro- 
duction or manufacture, and where it will inure to the benefit of the 
Government itself. 

Mr. Cetiter. Then we must change the thinking of the procure- 
ment officials who are directing all of their procurement through a 
very few channels. And you will find that is the case if you examine 
it, Senator. 

Senator Caprenart. I think the answer is forcing them to sub- 
contract. The tendency today, as you well know, with the big 
manufacturers and particularly the big automobile companies like 
General Motors and Ford, is to make everything themselves. They 
are drawing in. 

Instead of creating more subcontractors and more little factories 
they are building parts for themselves. They are making more of it 
themselves. I think it is shortsightedness on their part and I think 
they will live to see the day they will regret it. But nevertheless 
they are doing it in that great competition they have among them- 
selves to see who can make the most automobiles. 

Mr. Cetuer. You see what happened in your own State where 
Studebaker was carried to the wall. 

Senator CaprHart. Yes. Studebaker was possibly hurt as a 
result of that, but they are coming back now, and very strong. 

Mr. Cetiter. They had a good Senator to help them. 

Senator Capenart. They ‘have merged with Packard. But the 
answer, I think is, here is the problem that the Government is up 
against. No little fellow can make a tank; no little fellow can make 
an automobile; and no little fellow can make an airplane or a jet 
plane. But a little fellow can make thousands and thousands and 
thousands of parts of an automobile, or a tank, or a jet plane. 

If these fellows who get the prime contracts were required to sub- 
contract a percentage of it and they themselves would designate what 
pe reentage they were going to subcontract when they made their 
bid, then that would be “entirely in their hands and they would be the 
sole judge of how little or how much they wanted to subcontract. 
If they so stated and the contract was awarded to them on that basis 
you might solve part of the problem you are worrying about. 
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Mr. CELuER. Senator, I also think we must insert, if we are going 
to pass legislation of this sort, some terminal provisions. When are 
these agreements going to end? While the act has 2 years of dura- 
tion: 

Senator Caprnart. I can tell you when I think it should be ended. 
This one on the jet engines should have ended when the contract 
expired, or they finished their order. 

Mr. Ce.tier. The smaller concerns who have the technical know- 
how and knowledge and learning to do it should be on their own. 
But the legislation we pass has no termination and these agreements 
goon. They go on for the duration of the act. 

Senator Capenart. This one says it will continue in existence only 
so long as its operations are considered by the Air Force to be neces- 
sary to assure sufficient production of J-47’s, and in no case beyond 
the termination of the last of the J-47 prime production contracts. 
It says the exemption of actions under the antitrust laws of section 
708 are extended to the term for the expiration of section 708. 

Mr. Cetter. But the agreement is still subsisting and they are 
making a different type of engine under it. 

Senator Caprnart. If they are still making the same engines, yes, 
it will continue. 

Mr. Cretier. But they are making an additional plane under that 
agreement. 

Senator Caprnart. This would only apply to the J-47. 

Mr. Ceiuer. I understand. 

Senator Caprenart. If they made a different type plane it would not 
apply. 


Mr. Ceiier. You see, Senator, it is 4 years and there are a lot of 
changes in models, and they are on the eve of developing a new type. 
But, Senator, why continue it after they have learned how to make it? 
That is the point. After they have made it, why continue it? 

Senator Capenart. I agree with you. They ought to have a 


termination. 
Mr. Ceuuer. Yes, sir. 
(The following was later received for the record:) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C. 
MEMORANDUM 


To: Matthew Hale, Counsel, Senate Banking and Currency Committee 
From: Edwin A. Nichols, Colonel, OSD, Legislative and Liaison 

Date: June 21, 1955 

Subject: J—47 Aircraft Engine Production. 

The following information was obtained from Maj. Albert 8S. Dereskevich, 
legislative liaison section, AF, Pentagon extension 53391, in response to questions 
concerning the current status of 

(1) the J-47 Production Committee formed pursuant to section 708 of 
Defense Production Act of 1950, as amended, 

(2) production of the J—47 engine by General Electric, Packard, and 
Studebaker. 

(a) The committee is in the process of being disbanded. A meeting of the 
committee is scheduled for Tuesday, June 28, 1955, for this purpose. 

(b) General Electric will be in production until March 1956. 

(c) Packard phases out of production in June 1955. 

(d) Studebaker phased out of production in January 1954. 

Epwin A. NIcHOLS, . 
Colonel, Infantry, Senate Liaison Officer, 
Office of Legislative Liaison. 
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Senator Capenart. It can only be a good thing when it covers a 
situation such as that. That is a case where General Electric designed 
the J-47. They had the know-how and possibly they made many of 
the tools, dies, jigs, and gages. Then it became in the best interests 
of competition to have more manufacturers build that engine, and 
that is what these agreements permitted. 

It ought to terminate when the contract is finished. I would say 
that those kinds of situations are good but certainly they are not good 
if they are going to run on forever and cover everything. I certainly 
would be opposed to one that covered a civilian piece of goods where 
no technical information was required. 

Mr. Cretier. May I go on? 

Senator Frear. | do not want to detain you further, but along 
this line any improvements made to the J-47, whether they were 
developed at General Electric laboratories or at the Packard or Stude- 
baker laboratories—that information went to the three contractors 
under the Air Force plan regardless of which laboratory developed 
the improvement. There have been improvements and patents, | 
assume held by the Air Force, on the J-47 engine. 

I have just one question. It may come in your testimony later on 


but if you will permit me to ask this it might be better to have it at 
this point. 


Mr. Cetuer. Surely. 

Senator Frear. What would you think of limiting the immu- 
nity under the antitrust laws to those special items of the Defense 
Department? 

Mr. Cetter. I certainly would agree with that, provided you make 
the statutory language very specific and confine agreements to only 
those items. 

Senator Frear. Provided what? 

Mr. Cetiter. You make the language very specific and limit it to 
just those things you have indicated. 

Senator Frear. That would follow along the lines of other parts 
of the act, such as allocations. 

Mr. Cretuer. Of course, they would be for no longer than the dura- 
tion of the Defense Production Act. 

Senator Frear. Oh, yes. I do not think we could extend it beyond 
that unless you give them the time which is proposed in S. 2165. 

Mr. Cetuer. If you “nail it down” in the statute itself to military 
procurement items only, if I may use those words of common parlance, 
I would be agreeable. May I proceed? 

Senator Frear. Yes. 

Mr. Cetuer. Yes, far from “encouraging the making * * * of 
voluntary agreements and programs * * * ” as advocated in the 
specific language of section 708, we should devote more of our atten- 
tion toward discouraging such agreements and other restrictions upon 
competition. 

I have thus far limited my remarks to opposing the extension of 
section 708 for another 2 years as is provided in S$, 2163. I would 
like to devote the remainder of my remarks to S. 2165, which would 
not only extend the section of the act but would make such far reach- 
ing extensions in the voluntary agreement program as presently 
established by statute so as to render the antitrust laws virtually 
useless in this area of the economy for the next 20 years. 
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Section 4 of this bill, S. 2165, offered by the distinguished Senator 
from Indiana, which is not in S. 2163 offered by you, Mr. Chairman, 
would add a new section to section 708 as now constituted that would 
enlarge the exemption provision substantially. Under the law as 
it now stands, exemption from the antitrust laws is given only for 
the period, and I quote, “while the Act is in effect. 

In other words, all immunity will vanish should section 708 be 
allowed to expire at the end of June of this year. If the act is extended 
for a 2-year period, exemption for activities will be allowed until 
June 30, 1957, but no longer. If you read S. 2165, however, you will 
see that it empowers the President to continue any exemption ‘already 
granted and approved for a period as long as 20 years. In my opinion 
this is a most unprecedented provision. 

And this immunity will stand, notwithstanding the fact that Con- 
gress may have seen fit in the interim to let the act expire by its terms. 
In other words, the immunity and exemption may be granted for 
a period of time in futuro although Congress may very well believe 
that there no longer exists any need for the Defense Production Act 
itself or for section 708. 

As Dr. Flemming, ODM Administrator, I believe, testified yesterday, 
extension of the immunity provisions of the Defense Production Act 
beyond the termination date of the act was recommended by the 
Attorney General’s National Committee To Study the Antitrust 
Laws. That is very significant, gentlemen. It is significant because 
we must go into the very bowels, as it were, of the complexion of this 
Committee. The Attorney General’s National Committee indicated 
that such extension may be needed at least with respect to programs 
for preserving the supply of critical and strategic materials from 
abroad. It indicated extension also may be needed to protect large- 
scale investments committed in such programs for long periods of 
time. 

The House Antitrust Subcommittee, of which I am chairman, in 
connection with its recent exploratory hearings on current antitrust 
problems has investigated extensively the Attorney General’s Com- 
mittee and the recommendations made by it. You should recognize 
that the Attorney General’s Committee did not undertake to collect 
statistics or to assemble a body of factual data with respect to the anti- 
trust problems on which its recommendations were based. The 
Attorney General’s Committee primarily undertook to examine the 
existing case law in the antitrust field and attempted to enunciate a 
theory encompassing all past cases and statutory enactments in this 
field. Accordingly, this committee should realize that the recommen- 
dation of the Attorney General’s Committee with respect to the ad- 
visability or necessity for extending the immunity provisions of the 
Defense Production Act are not based upon an examination into 
Government and business activities under section 708. 

I asked for the names of the task forces of this committee that 
studied various segments of the antitrust laws, and particularly the 
one dealing with recommendations as to the Defense Production Act. 
I was refused that. I could not even get the names of the men who 
made this recommendation which was relied upon by Dr. Flemming. 

Senator Busu. How large a committee was that? 

Mr. Cuter. I do not know. We were refused information on 
the score. I could have obtained the information by issuing a supena 
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to Mr. Oppenheim, who was the Chairman, as he was not a member of 
the executive department. But I did not want to embarrass him. 
We could not get those names of the task force in any other manner. 

Senator Caprnarrt. Is this the names of the members of the Com- 
mittee? . 

Mr. Creuuer, I said the task force. 

Nor were these recommendations of the Committee based upon 
economic studies or security considerations upon which any justifica- 
tion for authorizing immunities beyond the extension period of the 
Defense Production Act must rest. 

Furthermore, in addition to having neither the information nor the 
qualifications for passing upon the factors involved in granting im- 
munities under the Defense Production Act, this Attorney General’s 
Committee suffered from other deficiencies. Our Antitrust Sub- 
committee has received considerable testimony bearing upon the 
objectivity of the Attorney General’s Committee’s recommenda- 
tions. ‘Testimony has been presented that of the 61 members of the 
Attorney General’s Committee, 42 members were attorneys prac- 
ticing in the antitrust field, primarily representing corporate defen- 
dants. Further, half of these practicing attorneys either personally 
or through their law firms represented defendants in antitrust cases 
instituted by the Department of Justice or the Federal Trade Com- 
mission which were pending at the time the Committee prepared its 
report. 

Witnesses before our subcommittee have claimed that lack of fair 
representation for divergent viewpoints on the Attorney General’s 
Committee resulted in bias in the Committee’s recommendations. 
It may be that the Senate Banking and Currency Committee, before 
it acts upon recommendations attributed to the Attorney General’s 
Committee, may wish to investigate into whether any particular 
interests would receive special advantages from extension of the 
immunity provisions of the Defense Production Act in the manner 
recommended. 

I will say, gentlemen, that in that Committee of 61 members there 
was no proper representation of labor. There was no proper repre- 
sentation of agriculture. There was but one man representing labor. 
He was a retired lawyer and had very little to do with labor. And 
there were many witnesses who bitterly complained about the com- 
plexion of that Committee. As a matter of fact, in the announce- 
ment appointing this Committee, a statement was made that the 
chairmen of the Judiciary Committees of both Houses would be con- 
sulted. I donot know whether your colleague, the distinguished Sen- 
ator from West Virginia, Senator Kilgore, was consulted, but I was 
not consulted. I could not even get a copy of the report until after 
it was submitted to the public. 

As you know, the Department of Justice did not and does not en- 
dorse the recommendations of the Attorney General’s Committee. 
The Attorney General himself has under study at the present time 
his Committee’s recommendations in order to ascertain which recom- 
mendations he wishes to endorse. It therefore seems anomalous for 
the defense mobilizer, Dr. Flemming, to base proposed legislation 
upon these recommendations without any other economic or policy 
basis therefor. He makes a mere self-serving declaration, unsup- 
ported by economic data. He merely relies upon the recommenda- 
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tions of the Attorney General’s Committee, and the Attorney General 
himself is loath to accept or embrace that recommendation as yet. 

On June 14, 1955, I requested the views of the Department of 
Justice with respect to S. 2163 and S. 2165 concerning extensions of 
the immunity provisions of section 708. In Assistant Attorney 
General Stanley N. Barnes’ response to my inquiry—and I will take 
this opportunity to say that I have the highest respect for Mr. 
Barnes. He is a very able member of the Attorney General’s staff, 
who has done yeoman service in antitrust litigation—the Depart- 
ment did not adopt the Attorney General’s Committee’s recommen- 
dation. Judge Barnes emphasized that the De partment of Justice 
takes no position at all with respect to either the necessity for extend- 
ing the antitrust immunity provisions of the Defense Production Act 
or for exempting from antitrust certain conduct beyond the termina- 
tion of the Defense Production Act. The position of the Depart- 
ment of Justice seems to be that these problems rest upon national- 
security considerations beyond the competence of the Department of 
Justice to evaluate. Justice is concerned that the existing procedures 
for granting antitrust immunity not be changed in such extension. 
Judge Barnes said specifically, and I quote from a portion of his 
letter to me: 

S. 2165’s declaration of policy, as well as the necessity for amending its present 
antitrust exemption to effectuate defense aims, rests on national security consid- 
erations beyond the competence of this Department to comment upon. Accord- 
ingly, I assume Congress finds necessary extending present law. In addition, I 
assume Congress concludes that, to best effectuate defense policies, certain conduct 
be exempt from antitrust even beyond the Defense Production Act’s proposed 
2-year extension. My comments thus focus upon means for assuring that in 
administering whatever exemption Congress deems necessary, antitrust consid- 
erations are brought to bear in a forceful and timely fashion. * * * What 
justification is there for extending immunity under the Defense Production Act 
longer than the requirements of the Defense Production Act? Justification for 
authorizing immunity beyond extension of the Defense Production Act must rest 


upon national-security considerations beyond the competence of this Department 
to evaluate. 


May I be privileged, Mr. Chairman, to put the letter sent me by 
Assistant Attorney General Barnes into the record? 

Senator Frear. Without objection, it will be entered in the record. 

(The letter referred to follows:) 


Justice DEPARTMENT, 
Washington, D. C., June 20, 1955. 
Hon. EMANUEL CELLER, 
Chairman, House Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Drar CoNGRESSMAN CELLER: I have your letter dated June 14, 1955 
In Deputy Attorney General William P. Rogers’ absence, I write expressing this 
Department’s views on 8S. 2163, extending the Production Act of 1950, and S. 2165, 
amending that act. 

3. 2165 begins with a declaration of policy that “‘in view of the present inter- 
national situation and in order to provide for the national defense and national 
security, our mobilization effort continues to require some diversion of certain 
materials and facilities from civilian use to military and related purposes. It also 
requires the expansion of productive facilities beyond the levels needed to meet 
the civilian demand and the development and execution of preparedness programs 
designed to reduce the time required to mobilize in the event of an attack on the 
United States.” To promote that policy S. 2165 would amend the Defense 
Production Act’s exemptive provisions to permit, in circumscribed cases, exten- 
sion of antitrust immunity beyond that act’s proposed 2-year extension. 8. 2163— 
in contrast—would merely extend present law. 
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In essence, present law provides that any ‘“‘voluntary agreement or program,” 
requested or approved by the President and found by him “‘to be in the public 
interest as contributing to the national defense,’’ shall be exempt from antitrust 
for the Defense Production Act’s duration (50 U. 8. C. App. see. 2158 (b).) 
his Presidential authority may be delegated to a “single official of the Govern- 
ment.’’ When exemptive power is delegated, however, title 50, United States 
Code appendix section 2158 (c) prescribes three conditions: First, exemptive power 
may be delegated only to officials “appointed by the President, by and with the 
advice and consent of the Senate” (50 U. 8S. C. App. sec. 2158 (c) (1)). Second, 
the law requires that such officials so designated ‘‘consult with the Attorney Gen- 
eral and with the Chairman of the Federal Trade Commission” (50 U. S. C. 
\pp. sec. 2158 (c) (2)). Finally, such official must “‘obtain the approval of the 
Attorney General to any request thereunder before making the request’’ (50 
U. S. C. App. sec. 2158 (ce) (3)). 

These provisions for exemption 8. 2163 would extend and 8. 2165 would alter. 
The Office of Defense Mobilization, in consultation with this Department, has 
written the staffs of the House and Senate Banking and Currency Committees, 
suggesting that the language of S. 2165, page 2, line 15, through page 3, line 13, 
be stricken. In its place the following language is proposed: 

“Sec. 4. (a) Section 708 is amended by redesignating subsections (c), (d), (e), 
and (f) as (d), (e), (f), and (g), respectively, and by adding a new subsection (c) 
to read as follows: 

‘*(e) Whenever, before the expiration of this section, the President shall find 

1) that the continuation beyond the expiration of this section of any voluntary 
agreement or program entered into and approved under this section is in the 
public interest as contributing to the national defense and (2) that the objectives 
of the agreement or program cannot be accomplished if antitrust immunity is 
limited to the period when this section is in effect, no act or omission to act pur- 
suant to such voluntary agreement or program, which occurs during such period 
of continuation not to exceed twenty years as is specified by the President, shall 
be construed to be within the prohibitions of the antitrust laws or the Federal 
Trade Commission Act of the United States.’ 

b) Subsection (d) of section 708 is amended by making ‘subsection (b)’ 
read ‘subsections (b) and (c)’ in both sentences of the subsection.” 

This proposed language would permit the President under certain circum- 
stances to extend antitrust exemption for not more than 20 years past the Defense 
Production Act’s expiration. Before extending exemption for a “voluntary 
agreement or program,’’ however, the President must find it “is in the public 
interest as contributing to the national defense.’”’ In addition, he must find 
“that the objectives of the agreement or program cannot be accomplished if 
antitrust immunity is limited to the period’”’ of the present exemption. Even 
after these findings have been made, and an exemption granted, the proposal 
permits ‘‘withdrawal of any request or finding made hereunder,” and revocation 
of the resulting antitrust exemption (see 50 U. 8. C. App., see. 3158(d)). 

When the President delegates this power to extend antitrust exemptions, the 
proposed language provides safeguards paralleling present law. Thus proposed 
section 4 (b) would amend present section 2158 (c) specifically to insure that the 
requirements (of consultation with the Attorney General and Federal Trade 
Commission, as well as approval by the Attorney General) control any extension 
of antitrust immunity. Safeguards surrounding extensicn are thus made identical 
to those required for original approval of any voluntary agreement or program. 

S. 2165’s declaration of policy, as well as the necessity for amending its present 
antitrust exemption to effectuate defense aims, rests on national security considera- 
tions beyond the competence of this Department to comment upon. Accordingly, 
I assume Congress finds necessary extending present law. In addition, I assume 
Congress concludes that, to best effectuate defense policies, certain conduct be 
exempt from antitrust even beyond the Defense Production Act’s proposed 2-year 
extension. My comments thus foeus upon means for assuring that in administer- 
ing whatever exemption Congress deems necessary, antitrust considerations are 
brought to bear in a forceful and timely fashion. 

In evaluating the procedure 8. 2165 and 8. 2163 propose, useful first is some 
brief description of how consultation with, and approval by, the Attorney General 
now actually works. To date there have been some 77 voluntary agreements 
submitted to the Attorney General for approval under the Defense Production 
Act or the parallel procedures of the Small Business Act. Granting such approvals, 
this Attorney General, like his predecessors apparently without exception, deter- 
mines only that any agreement or program which OD M deems our defense requires 
is formulated and is carried out in that manner least detrimental to competition. 
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Thus, to our view, present law does not direct the Attorney General to go behind 
ODM’s finding of defense necessity. With this congressionally intended role for 
the Attorney General in mind, all agreements submitted to this Department have 
been approved. 

These approvals are the end result of a well set informal procedure. Thus, a 
tentative draft of the proposed voluntary agreement is generally informally sub- 
mitted to the Federal Trade Commission and the Attorney General. Then 
follows a conference between members of the Antitrust Division staff and repre- 
sentatives of the agency proposing the voluntary agreement. This conference 
aims to insure the tentative draft meets, on the one hand, the needs of national 
defense and on the other, considerations of antitrust policy. From these con- 
ferences a draft emerges which is formally submitted by the President’s delegate 
to the Attorney General. As a result of this informal procedure, formal submis- 
sion and approval requires a minimum of redrafting and explanation. 

To my view this method of operation has insured full and timely cofisiderations 
of antitrust goals. Since 8. 2163 would extend existing laws embodying these 
procedures, and 8. 2165 insures these procedures are in like fashion required for 
any extension of antitrust immunity, this Department offers no objection to 
passage of these bills. 

In your letter you request in addition answers to numerous specific questions. 
These follow. 

First: How many international programs have immunity under section 708 of 
the Defense Production Act; are exploiting or stockpiling strategic raw materials 
involved? How much investment by participating companies do any of these 
international programs involve? 

Three voluntary agreements, immune from antitrust as a result of section 708 of 
the Defense Preduction Act, provide for programs with international consequences. 
One of these relates to foreign petroleum supply. It aims to gather tor the Gov- 
rmment’s use information re foreign petroleum operations, requirements, and 
supplies. It does not treat specifically the exploitation or stockpiling of petro- 
leum. We do not know the amount of investment by participating companies 
in this or the other two programs involving international operations. 


Second: Under the Petroleum Volventary Agreement, are meetings outside the 
7 


United States by the participants authorized? Are there any procedures appli- 


cable to inform tne United States Government of what transpires at such meetings? 
Is this agreement currently active? Are the companies involved the companies 
in the cartel suit? 

Activities under the Voluntary Agreement Relating to Foreign Petroleum 
Supply, dated May 1, 1953, now go on. Participants include five petroleum 
companies named in United States v. Standard Oil Company (N. J.), ef al. (Civil 
Action No. 86-27, 8. D. N. Y.) That agreement authorizes a Foreign Petroleum 
Supply Committee. Its provisions are silent as to whether meetings of the par- 
ticipants or their representatives may be held outside of the United States. 
Paragraph 5 of the agreement, however, specifies the Government officials who are 
authorized to call meetings of the Committee and subcommittees and requires 
that the agenda for such meetings be initiated and formulated in advance by such 
Government officials. In addition, paragraph 5 of the agreement requires that 
each such meeting be attended by an appropriate Government official and that 
he keep minutes and full notes covering all that transpires. Finally, it specifies 
such notes and minutes shall be retained by the Administrator. These minutes, 
of course, are available for review by the Attorney General at any time. 

Third: What justification is there for extending immunity under the Defense 
Production Act longer than the requirements of the Defense Production Act? 

Justification for authorizing immunity beyond extension of the Defense Pro- 
duction Act must rest upon national security considerations beyond the com- 
petence of this Department to evaluate. 

Fourth: How much longer should these immunities be extended? Why should 
this be done by a separate statute rather than by amendment to the Defense 
Production Act? 

For the same reason, I offer no comment on the proposed outer limit for ex- 
tension of antitrust immunity. 

Fifth: When was the last submission for clearance by the Attorney General of 
a voluntary program under section 708 of the Defense Production Act? 

The most recent submission for clearance by the Attorney General under sec- 
tion 708 of the Defense Production Act was submitted by the Office of Defense 
Mobilization on September 9, 1954, and approved by the Attorney Genera] on 
December 3, 1954. 
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Sixth: Of the approved programs, how many are still operative? 
According to our records, presently operative are 56 programs approved by the 
Attorney General under section 708 of the Defense Production Act. These pro- 
grams include small business production pools as well as programs initiated by the 
Department of Defense and other executive agencies. As a matter of interest 
the Attorney General has approved two small business production pools unde 
section 217 of the Small Business Act of 1953. 

Seventh: In any instances have immunities granted with respect to a particu- 
lar program been extended to new and different programs? Has the Attorne) 
General approved such extensions? 

The Attorney General’s approval of a voluntary agreement or program und 


ieT 
section 708 is limited to the specific program presented in each case. Any activi- 
ties by the participants outside the programs approved do not have antitrust 
immunity. To our knowledge there are not instences where immunities granted 


with respect to a particular program have been extended to new and different 
programs. 

kighth: Have any immunities been granted under the Defense Production Act 
which are no longer needed to accomplish the objectives of the Defense Produc- 
tion Act but which have not been terminated? Describe the procedures by 
which the immunity granted under the Defense Production Act was terminated. 

As I have explained, existing law does not direct this Department to approve 
ODM’s determination as to the necessity of any voluntary agreement or program 
covered by section 708. Since this Department did not determine any agreement, 
when commenced, was necessary to achieve the act’s aims, I cannot now state, 
as you request, which agreements “are no longer needed to accomplish the 
objectives of the Defense Production Act.’ 

However, we are interested in holding to a minimum immunities outstanding 
under the act. By this I mean, immunities should be promptly withdrawn—if 
and when the appropriate Government agency determines any agreement is no 
longer recessary to effectuate defense objectives. Thus, early this year I wrote 
the Administrator of the Small Business Administration and the Director of the 
Office of Defense Mobilization suggesting they survey the outstanding voluntary 
agreements to ascertain the necessity for their continued antitrust immunity. 
By letter of January 14, the Administrator of the Small Business Administration 
advised this survey was already begun in the Chicago region and that all programs 
would be similarly serutinized in the near future. On January 31, 1955, the 
Director of ODM agreed that a general review would be appropriate. He stated 
that he had requested the sponsoring agency to reevaluate the defense need for 
each agreement and the necessity for antitrust immunity. He advised that of 
the outstanding agreements, over 30 involved production and integration com- 
mittees sponsored by the Department of Defense, whereas only 4 related to 
voluntary agreements of other agencies. He advised further that as reports are 
received concerning the agreements he would advise the Attorney General. 

In the event the President's delegate under section 708 determines that a pro- 
gram is no longer needed to accomplish the objectives of the act, he will write the 
individual participants withdrawing his request that they participate in the 
program and advising that antitrust immunity is likewise withdrawn. 

Ninth: If the Attorney General considers that the program is no longer neces- 
sary or is being misused, may he withdraw independently his approval? Does 
this terminate the immunity granted? Has the Attorney General ever withdrawn 
his approval? Under what circumstances? Why? 

The Attorney General, of course, does not determine whether a particular 
voluntary agreement is necessary to the act’s objectives. In the event, however, 
that a particular plan or program is based on misinformation submitted by the 
participants, or misused, the Attorney General may withdraw his approval. 
Withdrawal of such approval, of course, terminates any immunity granted. 

Approval has been withdrawn in two instances: (a) On August 20, 1952, the 
Attorney General withdrew approval of a certain voluntary plan because the 
participants had refused to make certain reports available for review by the 
Attorney General. (b) On January 16, 1953, the Attorney General withdrew 
approval of a certain voluntary agreement. This withdrawal stemmed from 
the Department’s conclusion that for the plan to continue, different antitrust 
safeguards were essential. 

I hope I have fully answered your questions. 

Sincerely yours, 
STANLEY N. BARNEs, 
Assistant Attorney General. 
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Senator Frear. Congressman Celler, Judge Barnes was questioned 
on this section in his testimony yesterday, which apparently came 
from a quote of his letter to you or a similar letter. I might son add 
that a member of the subcommittee recommended Judge Barnes be 
Attorney General. 

Mr. Creiiter. Well, I had better not say anything as to that. 
Accordingly, it would seem to me that be fore determining this ques- 
tion, it is incumbent upon your committee to examine thoroughly 
into the—Did you ask me something, Senator Douglas? 

Senator Dove tas. As an aside, they were inquiring who the member 
of the sube committee was, and I added sotto voce “It would be a big 
improvement.’ 

Mr. Crtuer. Is it in the record now? 

Senator CapEnaArT. It is in the record. 

Mr. Cetier. Accordingly, it would seem to me that before deter- 
mining this question, it is incumbent upon your committee to examine 
thoroughly into the past operations of the Government and activities 
of industry under section 708 programs. The answers to the following 
questions, among others, would afford a basis for ascertaining whether 
in fact further extension of the immunity provision is necessary at 
the present time: 

How many programs involving international trade—this is very 
significant—have been granted immunity under section 708? 

Are there any voluntary agreements now in operation or proposed 
concerned with stockpiling strategic raw materials? 

What evidence did the Attorney General’s committee have with 
respect to the need for extension of the immunity provisions of section 
708? 

4. What evidence did the Attorney General’s committee have with 
respect to the need for extending these provisions beyond the expira- 
tion date of the Defense Production Act? 

Has the President requested any voluntary program which 
conniaua the participants to commit large funds for long periods of 
time? What are they? Are any of these programs now operative? 
Are any now proposed? 

6. Does the Department of Justice review the activities of the 
participants in voluntary programs in order to ascertain whether the 
participants adhere to the terms of the program? How current is the 
Department’s review, if any, of existing approved programs? 

What qualifications did the Attorney General’s committee possess 
for evaluating national security questions which justify the authori- 
zation of immunity bevond the period of the Defense Production Act? 

Is there any evidence available anywhere as to the need for 
continuing the immunity provisions of the Defense Production Act? 

9. Is there any evidence available from any source indicating the 
need for giving 20-year immunities from antitrust prosecution? 

Senator Capenart. Mr. Chairman, I would like to suggest that 
those nine questions be directed to Dr. Flemming, the head of ODM, 
and ask him to answer them in writing so that they may become a part 
of this record. 

Senator Frear. Is there objection? So ordered. 

Mr. Ce.tier. That is a splendid suggestion, Senator. 

Senator CaPEHART. Let me say this: If they need this legislation, 
I want to see them have it, limited, of course, to the exact need. If 
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there is not any need for it, then we certainly do not want to pass on it. 
I introduced 5S. 2165, as you know, by request, to get it before the 
committee. The y were of the opinion they needed the things that 
were asked for. Whether they do or not, I am not qualified to say 
except as I sit in the hearings and listen to the testimony. Then I will 
make up my mind, 

Senator Frear. If they want it, they should support it. 

Senator Capenart. If they want them and need them, they ought 
to support them by answering these nine questions and others. 

Mr. Cetuer. May I be so ‘bold to suggest that the committee also 
ask the Department of Justice to answer these questions? 

Senator Carpenart. I presumed in directing the questions to Dr. 
Flemming he would get the answers from the Department of Justice. 
Let us ask both Mr. Flemming and the Attorney General’s office to 
answer these questions. 

Senator Frear. Without objection, the Attorney General’s Office 
will be requested to answer them also, 

(The replies referred to follow:) 


Justice DEPARTMENT, 
June 22, 1956, 
Hon. J. ALLEN FREAR, Jr. 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Senator FreAR: Mr. Matthew Hale of your committee staff has 
asked this Department to answer nine questions Congressman Celler raised before 
your committee on Tuesday, June 21, 1955. The following are our replies: 

1. How many programs involving international trade have been granted im- 
munity under section 708? 

Three voluntary agreements, immune from antitrust as a result of section 708 
of the Defense Production Act, provide for programs with international con- 
sequences. One of these relates to foreign petroleum supplies; another to provi- 
sions for oil tankers; and the last, a classified plan for one aspect of news distribu- 
tion. 

2. Are there any voluntary agreements now in operation or proposed concerned 
with stockpiling strategic raw materials? 

The only voluntary agreements currently operative that appear to involve raw 
materials of a strategic or crucial defense nature are (1) the agreement relating to 
foreign petroleum supply, and (2) the Signal Corps integration committee involving 
critical quartz crystals. Neither of these agreements necessarily involves 
stockpiling. 

To aid in logical exposition, I consider answers to questions 3 and 4 together: 

3. What evidence did the Attorney General’s committee have with respect to 
the need for extension of the immunity provisions of section 708? 

4. What evidence did the Attorney General’s committee have with resrect to 
the need for extending these provisions beyond the expiration date of the Defense 
Production Act? 

Through its liaison procedures, the committee report states, the committee 
“consulted officials of the Department of State, Defense and Commerce, as well 
as the Foreign Operations Administration, to secure their views regarding the 
relation of antitrust to their foreign programs” (rept., p. 92). Replying to these 
queries, the Department of Defense stated: 

We find that in certain cases, adherence to the principles contained in the 
antitrust laws has inconvenienced and perhaps to some extent delayed Defense 
Department procurement activities abroad, particularly in areas where cartel 
arrangements are the rule rather than the exception (rept., p. 92). 

Similarly, the Department of State concluded that: 

With respect to the administration of the United States antitrust laws, there 
have been circumstances under which the institution of a particular suit, or some 
aspect of its prosecution, has presented problems from the standpoint of our 
foreign relations or national security interests (rept., p. 94). 

Finally, the Department of Commerce urged that: 
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* * * Carefully limited exemptions tailored to the needs of each case might be 
helpful in coping with problems in a particular foreign country or in special 
international comity, trade or investment situations, and still not do violence to 
accepted principles and purposes of our antitrust laws. Precedent and experience 
for this suggestion may be found in our war-production practice and in current 
activities under the Defense Production Act to assist programs for preserving the 
supply of critical and strategic materials from abroad (rept., p. 95). 

Beyond these expressions of view from interested Government agencies, mem- 
bers of the committee themselves were, of course, long experienced in treating 
possible antitrust problems raised by arrangements involving critical materials 
from abroad. Undoubtedly, they relied on this broad, albeit unspecified, base of 
experience. 

5. Has the President requested any voluntary program which required the 
participants to commit large funds for long periods of time? What are they? 
Are any of these programs now operative? Are any now proposed? 

We have no knowledge whether any of the operative voluntary programs require 
participants to commit large funds for long periods of time. Neither do we 
know whether any such programs are proposed. 

6. Does the Department of Justice review the activities of the participants in 
voluntary programs in order to ascertain whether the participants adhere to the 
terms of the program? How current is the Department’s review of existing 
approved programs? 

The Attorney General has the right to review activities of participants in 
voluntary agreements or programs approved under section 708. Frankly, a lack 
of adequate funds and personnel has thus far barred our comprehensive review 
of all activities of all programs currently operative under this provision. We 
have, however, reviewed certain programs to determine whether participants 
operate within the framework of their antitrust obligations. 

For example, this Department during 1952-53 surveyed the operations and 
activities of production pools formed pursuant to section 708. The findings and 
recommendations of this survey are embodied in the attached report to the 
President and Congress, dated April 8, 1954. 

In addition, we are, of course, interested in holding to a minimum immunities 
outstanding under the act. By this I mean, immunities should be promptly 
withdrawn—if and when the appropriate Government agency determines any 
agreement is no longer necessary to effectuate defense objectives. Thus, early 
this year I wrote the Administrator of the Small Business Administration and the 
Director of the Office of Defense Mobilization suggesting they survey the outstand- 
ing voluntary agreements to ascertain the necessity for their continued antitrust 
immunity. By letter of January 14, the Administrator of the Smali Business 
Administration advised this survey was already begun in the Chicago region 
and that all programs would be similarly scrutinized in the near future. On 
January 31, 1955, the Director of the Office of Defense Mobilization agreed that a 
general review would be appropriate. He stated that he had requested the 
sponsoring agency to reevaluate the defense need for each agreement and the 
necessity for antitrust immunity. He advised that of the outstanding agreements, 
over 30 involved production and integration committees sponsored by the Depart- 
ment of Defense, whereas only 4 related to voluntary agreements of other agencies. 
He advised further that as reports are received concerning the agreements he 
would advise the Attorney General. 

7. What qualifications did the Attorney General’s Committee possess for 
evaluating national security questions which justify the authorization of immunity 
beyond the period of the Defense Production Act? 

The principal relevant qualification of most members, I would think, would 
be their broad base of experience in counseling all sizes and types of American 
enterprise regarding their antitrust problems both at home and abroad. This 
task has brought many members in intimate contact with enterprises that make or 
handle all sorts of products involved in our mobilization effort. 

8. Is there any evidence available anywhere as to the need for continuing the 
immunity provisions of the Defense Production Act? 

The best available source of evidence on this question, I suggest, is the published 
listing of materials and products involved in agreements or programs exempt from 
antitrust under section 708. If Congress decides our present defense efforts 
should continue, it must appraise the likelihood that many of these same products 
will again, or still, be needed. Finally, on the basis of this conclusion, Congress 
should consider whether many of these same products now, as in the past, can best 


be secured from companies whose joint operations Tfequire some antitrust 
exemption. 
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9. Is there any evidence available from any source indicating the need for giving 
20-year immunities from antitrust prosecution? 

Again, the best souree of evidence is the sort of materials or products involved 
in agreements thus far exempt. Best aware of our defense needs, Congress may 
decide that future defense demands for many of these same products may require 
joint commitments of large funds by American enterprise. To encourage Ameri- 
can business to commit such funds for defense, some exemption beyond the Defense 
Production Act proposed extension may be needed. 

Sincerely yours, 
SranLeY N. BaRNEs, 
Assistant Atiorney General. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OrricE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 22, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Production and Stabilization, 
Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR FREAR: This will reply to your informal request for our answers 
to the nine questions concerning section 708 of the act presented by Representa- 
tive Celler in his appearance before your subcommittee. We have not attempted 
to answer questions 3, 4, 6, and 7 since those questions can best be treated by the 
Department of Justice. The answers to the remaining questions are as follows: 

1. There are no outstanding agreements which directly involve international 
trade although during the Korean period two were in effect, the agreement on 
supply of petroleum to friendly foreign nations and the tanker pooling agreement. 
The former has been replaced by an agreement involving the collection of infor- 
mation on foreign petroleum supply, storage capacity, etc. The tanker agree- 
ment is still in effect but has no present activities with respect to the pooling of 
tanker capacity. Each of these presently has some relation to foreign trade but 
neither now involves action affecting it. One of the classified agreements involves 
international trade in a sense, but only in a limited way. 

2. There are no voluntary agreements now in operation concerned with stock- 
piling nor have any been proposed for our consideration. Several agreements, 
however, involve strategic raw materials, i. e., the Iategration Committee on 
Critical Quartz Crystals and the foreign petroleum supply agreement. 

5. None of the outstanding agreements require participants to commit large 
sums of money for long periods of time ncr have any been proposed which would 
have that effect. However, several require substantial outlays of expense money 
for staff assistance, travel, printing, ete. Qne of the classified agreements does 
entail the contractual risk of a substantial sum of money on a year-to-year basis 
but this could hardly be considered a long period of time. 

8. There is strong evidence that the extension of section 708, at least in its 
present form, is neeessary to national security. In accordance with a request by 
the Justice Department for a current evaluation of outstanding agreements we 
recently asked the various sponsoring agencies to review the present national 
security need for their agreements and for the continued antitrust immunity for 
the participants in such agreements. The Department of Defense reaffirmed the 
need for their integration committees and for the immunity for participants on a 
case-by-case basis. The Department of the Interior and the Department of 
Commerce each made similar certifications with respect to the foreign petroleum 
supply agreement and the tanker agreement, respectively. One of the classified 
agreements under the sponsorship of another agency was also reaffirmed. 

9. Since no 20-year immunity provision has been previously included in section 
708, we have had no proposals for such long-term agreements and it is not possible 
to say how many may have been requested had such authority existed. Never- 
theless, we believe that the authority to make long-term commitments would 
provide a flexibility which may be helpful in future preparedness programs. 

[ trust this information will provide adequate answers to Mr. Celler’s questions. 
We will be glad, of course, to supply any additional information that may be 
required. 

Sincerely yours, 
Artuur 8S. Fiemmina, Director. 
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Senator Capenart. In all fairness to Dr. Flemming, he said yes- 
terday he did not particularly care whether it was 10 years or 20 
years, so 1 do not know how much thought was given to the sug- 
vestion of 20 years. He said he did accept responsibility, however, 
for suggesting a 20-year period. 

Mr. Cetter. The amendment to S. 2165 suggested jointly by the 
Department of Justice and the Office of Defense Mobilization, set 
forth on page 2 of Assistant Attorney General Barnes’ letter to me, 
which I have placed in the record, supra, does not meet my criti- 
cisms. All that it accomplishes is to insure that the President’s 
delegatee, if one is appointed, will get the approval of the Attorney 
General and consult with the Chairman of the Federal Trade Com- 
mission in extending agreements. The amendment still permits the 
President personally to authorize voluntary programs and permits 
him to grant immunity for 20 years after the expiration of the act, 
with no standards, no limitations, or supervisory control. 

While Judge Barnes’ suggested statute, of course, is to be preferred 
to the statute as now written, it nevertheless leaves unanswered the 
basic questions: 

1. Is there any need for giving such immunities? 

2. Why must any 20-year exemption be given? 

As I said before, I understand the Attorney General does not feel 
qualified to answer these questions. 

The power accorded under this new section to exempt from the 
antitrust laws is a blank check delivered to the President to repeal 
the Sherman Act for any special or influential group for as much as 
two decades. 

Senator CaprHart. Do you really think it is that broad? 

Mr. Ceuurr. I think it is, sir. There are no limitations on it. He 
need make only formal findings under the act. Nobody can go beyond 
these findings. That is his prerogative under S. 2165 as now written. 

Senator Capenart. I do not believe it is that broad, is it? 

Mr. Cetuer. I will cover that right now. If you look carefully, 
Senator, you will see that the extension may be made by the President 

r his delegate merely upon the formality of making certain findings 
which cannot be challenged anywhere, either judicially, legislatively, 
or executively. Nor need the President obtain the approval of the 
Attorney General or the Chairman of the Federal Trade Commission. 
In fact, consultation with these expert agencies is not even required 
under the bill as presently written. 

I do not wish to belabor the point, Mr. Chairman, but if you will 
ask yourself certain questions I am sure you will see with me that this 
new section is fraught with serious implications to the very basic 
economic framework of this country. Who is to supervise these agree- 
ments exempted from the antitrust laws during the 20-year period? 
How can anyone know if the activities of the concerns involved will, 
with a 20-year monopoly franchise, continue to “further the objec- 
tives’ of the Defense Production Act as required by statute? Who 
will the President select to make the formal findings required by the 
statute providing for 20-year exemptions? 

Senator CaprHArrT. It will be a good Republican, of course. 

Mr. Cetter. You know a President can only serve 8 years. 
Twenty years may involve three or more Presidents. Can a suc- 
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ceeding President cancel the immunities given by a previous Presi- 
dent? I do not know. There is a question I would like you to 
ponder. In other words, if something goes wrong and there is a 
change in the general conditions that prompted a President to grant 
the immunity for 20 years, can a subsequent President withdraw that 
immunity? I do not know. 

Senator Frear. The Director of ODM said that a succeeding Presi- 
dent could withdraw them. 

Mr. Crtusr. I seriously question that. I do not know what cases 
he can cite on that score. I do not think Dr. Flemming is a lawyer. 
[ would like to get somebody’s opinion who is familiar with the 
statutes, because the proposed statute is, however, a matter I think 
you have to ponder. Remember, you may have three Presidents in 
that 20-year period. 

I deplore witnesses who present a parade of horribles before a 
committee, Mr. Chairman. But I must confess that if this new 
section is enacted it would be well to establish at the same time a new 
Cabinet post entitled “Secretary of Monopolies,’ who would award 
20-year monopoly franchises to well-deserving institutions with power, 
with prestige, and a long history of contributions to campaign funds. 
I say that in a bipartisan spirit. It could happen under a Democratic 
or Republican administration. It matters not what the administra- 
tion. We all know that contributions of large amounts to campaign 
funds play a very important part on occasions. The power to grant 
monopolies, gentlemen, was one of the evils of royalty for which 
revolutions were fought in Britain. 

Senator Dovaias. May I interrupt? Adam Smith’s Wealth of 
Nations was largely written as a protest against these royal monop- 
olies; is that not true? 

Mr. Cretuier. No question about it, Senator. 

[ trust you will not permit those who would seek special privileges 
to obtain this right in the United States without even a struggle. 

Gentlemen, let. me make my position on this legislation clear. I 
believe that with the passing of the crisis that had actually involved 
the United States in a shooting war, we are presently in a position to 
accomplish virtually all of our defense requirements within the 
traditional framework of the antitrust laws. Free competition has 
provided the American people the wherewithal to resist open aggres- 
sion in the past, and certainly will continue to do so in the future. If 
legislation in any emergency is required, the legislation can be passed 
quickly enough. I want to add, nevertheless, that if—— 

Senator Doucias. May I interrupt? What you favor, therefore, 
is striking the present section 708 from the act? 

Mr. Cretuer. I would do that, except that as the distinguished 
Senator from Indiana so cogently said, there may be some cases where 
emergencies, whatever they may be, may require very limited exemp- 
tions. But I prefer to strike it completely. 

I want to add, nevertheless, that if you in your wisdom see fit to 
extend the immunity provisions from the antitrust laws, they should 
be carefully limited to terminate at the end of the Defense Production 
Act. We need no widespread monopoly licensing provisions which 
would grant a privileged few the right to violate the antitrust laws for 
as much as two decades with no supervision or control. Immunity, if 
immunity there must be, should be confined to the period in which 
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you extend the Defense Production Act for all other purposes. Further 
more, any exemptions from the act should be carefully restricted to 
matters coming within the aims, objectives, and purport of the basic 
statute. 

INow on WOC personnel. I think Dr. Flemming dilated on that 
vesterday. Section 5 of S. 2165, which I understand is a new pro- 
vision, calls for the establishment of a reserve force of WOC s so that 
they would be ready to take over top Government positions in the 
event of any emergency. I believe the committee should carefully 
study the background and need for such a provision before enacting 
this section of the bill. 

Reference was made in your hearings yesterday to our experience 
with these WOC’s during World War II.” I would therefore 1 respect- 
fully call your attention in this connection to the study of w. o. ¢.’s 
made by the Truman committee in Senate Report No. 480, 77th 
Congress, 2d session (1942), at pages 7-10. In part, this is what the 
committee concluded—and I commend the report in full for your 
study: 

Although the contracts obtained by the companies loaning the services of 
dollar a year and WOC men are not passed upon by the men so loaned, such com- 
panies do obtain very substantial benefits from the practice. The dollar-a-year 
and WOC men so loaned spend a considerable portion of their time during office 
hours in familiarizing themselves with the defense program. They are, therefore, 
in a much better position than the ordinary man in the street to know what type 
of contracts the Government is about to let and how their companies may best 
proceed to obtain consideration. They also are in an excellent position to know 
what shortages are imminent and to advise their companies on how best to pro- 
ceed, either to build up inventories against future shortages, or to apply for early 
consideration for priorities. They can even advise them as to how to phrase 
their requests for priorities. In addition, such men are frequently close personal 
friends and social intimates of the dollar-a-year and WOC men who do pass upon 
the contracts in which their companies are interested. 

These are only a few of the advantages which large companies have obtained 
from the practice, and it should be especially noted that they are the very same 
ones which the small and intermediate businessmen attempt to obtain by hiring 
people who they believe have inside information and friends on the inside who 
could assist them in obtaining favorable consideration of contracts. Therefore, 


in a very real sense the dollar-a-year and WOC men can be termed “lobby- 
ists? * * #, 


The committee is opposed to a policy of taking free services from persons with 
axes to grind, and the committee believes that the Government should not con- 
tinue to accept the loan of dollar-a-year and WOC men by companies with so 
large a stake in the defense program. 

Our experience with these WOC’s in the recent hot war period of 
Korea has been no more successful. Dr. Flemming referred to the 
<xecutive orders of the President designed to implement the WOC 
provisions of the Defense Production Act with respect to the use of 
WOC’s. But these were blatantly and continue to be blatantly 
ignored. For example: 

1. Section 102 (a) of Executive Order 10182 provides that so far 
as possible “operations under the act shall be carried on by full-time 
salaried employees of the Government.” However, Mr. Chairman, 
if you read the statements of officials in establishing— a I ask you 
very carefully to read them—the Business and Defense Services 
Administration, members of which are appointed by Secretary of 
Commerce Weeks, you will find that there is expressed a preference 
and an avowed policy of hiring WOC’s, notwithstanding the avail- 
ability of Government personnel on a paid basis. This policy was 
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expressed by Mr. Weeks, Secretary of Commerce, in a speech describ- 
ing the aim of the new Business and Defense Services Administration 
on June 9, 1953, as follows. Listen to these words, gentlemen. They 
indicate complete disregard of the Executive order. 

We propose * * * (b) to establish approximately 20 main industry divisions 
with key advisors, recommended by various industries to represent them, and 
staffed for operation purposes by industrial experts from the career services. 
* * * the functions of the proposed business services agency will be to * * * (6 
See to it that, while private business, of course, cannot dictate Government policy 
and plans, it be placed in a position where it can effectively approve or disapprove 
of the implementation of such policy and plans from the standpoint of their 
practical workability in every day industrial operation. 

Ponder this statement and you will see how far this situation has 
departed from the requirements of the Executive order. We might 
as well let industry WOC’s barge in and run the Department of 
Commerce and for that matter our defense program. 

In addition, Mr. Weeks said the following in the speech: 

The chairman of each commodity division will be an outstanding industrialist 
recommended by his industry, and serving full time without pay on a 6-months’ 
rotating basis. He will be assisted by a capable deputy from the Federal career 
service, 

There is no statement here by Mr. Weeks to the effect that in 
pursuance of the Executive order he has searched the Government to 
see if we can find an official of the Government qualified to do this job. 
He just willy-nilly says: 

The chairman of each commodity division will be an outstanding industrialist 
recommended by his industry. 

In addition thereto, in a news release issued by the Department 
of Commerce December 18, 1953, concerning the establishment of 
the Business and Defense Services administration, we read the 
following: 

To help the divisions in their defense responsibilities, over 500 advisory com- 
mittees have been established. Each committee represents a product of an 
industry, with members selected for their intimate knowledge of a certain product 
of a group of closely allied products. They provide the highly technical knowhow 
and experience that have been invaluable in the industry divisions in planning 
and executing defense responsibilities. 

But listen to this: 

In addition to the industry advisory committees 
of which there are 500— 
manufacturers are providing keymen from their organizations who act as directors 
of the divisions and as consultants. These officials serve without compensation 
for a period of 6 months, at which time they are replaced by other industry men. 

There you have it. The manufacturers are in there now. They 
are the directors of the divisions, and they act as the consultants. 

To go on with my statement on page 11: Of course, this conduct is 
exactly what this legisiation would sanction on a long-term basis. 

2. Section 301 (d) of Executive Order 10182 requires that in 
obtaining WOC’s, the administrator or head of the hiring agency must 
certify that he has been unable to obtain a person with the qualifica- 
tions necessary for the position on a full-time, salaried basis. Mr. 
Chairman, it would be interesting indeed to see in how many instances 
even the slightest attempt was mad» to find full-time Government 
employees before hiring a WOC. Certainly that cannot be the policy 
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now when a’preference has been expressed in the Business and Services 
Administration for hiring WOC’s without thought to whether there 
were qualified personnel on a paid basis available. 

3. Section 301 (c) of the Executive order requires that in appointing 
WOC’s for the head of the departinent to certify “that the appointee 
has the outstanding experience and ability required by the position.’ 
If you examine how WOC’s hav e been and are chosen in practice, 
you will find that they are appointed not on the basis of individual 
merit but on a company-rotation basis. Large companies are re- 
quested—yea, urged—to send a man to Washington to staff the agency. 
The agencies get what the company can spare. As a result, you will 
find that any number of WOC’s have been nothing but salesmen, with 
no particular skills to contribute that could not have been found 
elsewhere. A number of WOC’s have been so-called Washington 
representatives of large and powerful concerns. And it would make a 
most interesting study to learn how many WOC’s once having worked 
in the Government thereafter remain in Washington to represent their 
companies in Government transactions. 

In closing, Mr. Chairman, I want to leave with you for inclusion 
in your ree ord pages 78 to 91 and pages 97 and 98 of House Report 1217 
of the 82d Congress, a report of the committee which I had the honor 
to preside over called the Subcommittee on Study of Monopoly Power 
which has some valuable information relating to the use of W OC’s. 
The committee concluded that: 


the employment of WOC’s during the mobilization period should be kept at a 
minimum. 


If this conclusion was true during a period of actual hostility, how 
much more is it valid now during a period when there is no overt 
military action. 
(The excerpts referred to follow:) 
k * Pa * * om 


VIII. Wirnovutr CoMPENSATION PERSONNEL IN DEFENSE AGENCIES 


Section 710 (b) of the Defense Production Act of 1950 authorizes the President 
of the United States, in order to carry out the provisions of the statute and sub- 
ject to such regulations as he may issue, to employ persons of outstanding expe- 
rience and ability without compensation. He is further authorized to exempt 
such persons, by rule or regulation, from the operation of certain so-called conflict 
of interest statutes contained in the criminal code, namely sections 281, 283, 284, 
434, and 1914 of title 18 of the United States Code and section 190 of the Revised 
Statutes. Pursuant to this grant of authority, the President, by virtue of two 
Executive orders, has established procedures for the employment of without- 
compensation personnel by defense agencies. 

Executive Order 10182,” as amended by Executive Order 10205, provides, in 
substance, that heads of departments and agencies which have been assigned 
functions under the Defense Production Act may employ without compensation 
personnel (hereafter termed WOC’s for sake of convenience), but in such hiring, 
they are to be guided by the following standards: 

1. So far as possible, operations should be carried on by full-time salaried 
employees and, so far as possible, appointment of WOC’s should be to positions 
of an advisory or consultative nature only. 

2. Appointments of WOC’s to positions other than advisory or consultative 
may be made only when the requirements of the position are such that the WOC 
must personally possess outstanding experience and ability not obtainable on a 
full-time salaried basis. 


7% 15 F. R. 8013 (November 23, 1950). 
16 F. R. 419 (January 16, 1951). 
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3. In appointing WOC’s, care shall be taken to avoid so far as possible any 
conflict between the governmental duties of the incumbent WOC and his private 
interests 

WOC personnel are, with certain exceptions, specifically exempted from the 
conflict of interest statutes referred to above, and, for WOC’s whose positions 
are other than advisory or consultative, the head of the hiring agency must certify 
in writing that: 

(a) The appointment is necessary and appropriate to carry out the provisions 
of the Defense Production Act. 

(b) The duties of the position to which the WOC is being appointed require 
outstanding experience and ability which are possessed by the WOC. 

(c) The defense agency head has been unable to obtain a person with like 
qualifications on a full-time salaried basis. 

It should be observed that the employment by Government agencies of WOC 
personnel was no novel experience. Previous mobilization or wartime periods 
had seen resort to the use of WOC’s on the part of defense departments. Despite 
the flat opposition of the Truman committee to the employment of dollar-a-year 
men during World War II, the policy of hiring noncompensatory personnel was 
nevertheless widely accepted. Adequate regulations relating to the use of such 
personnel, who were then called dollar-a-year men, were not prescribed, however, 
until late in the war. 

General Administrative Order No. 2—4 of the War Production Board, effective 
August 22, 1944, established the following qualifications relating to the hiring 
of so-called dollar-a-year men: 

“No person may be employed on a dollar-a-year basis who— 

‘1. Is engaged in the practice of law; 

“2. Is or within the preceding 12 months has been a paid employee of, or a 
paid consultant to, a trade association; 

“3. Is a member of an industry advisory committee of the War Production 
Board; 

‘4. Is engaged as, or is employed by, a private consultant; 

“5. Has within 1 year prior to his proposed nomination for appointment on a 
dollar-a-year basis— 

‘“(1) Served any Federal Government agency on a regular Government 
salary basis, or 

(2) Changed materially his nongovernmental employment, or 

“(3) Been convicted of monopolistic practices; 

“6. Is engaged in private activities which, if carried on by a Government em- 
ployee serving on an annual salary basis would violate the provisions of the 
Hatch Act; or 

“7. Would be required by his position in the War Production Board to make 
decisions directly affecting his own company or its competitors.” 

No comparable regulations have been promulgated during the present emer- 
gency. Indeed, as will be noted in the discussion which follows, there has been 
no clear and consistent policy adopted with regard to any of the points covered 
by this WPB regulation. The record discloses that each of the prohibitions of 
the WPB order would have disqualified some persons who have been employed 
on a WOC basis during the present emergency. These departures from World 
War II policies do not appear to be the result of a considered decision to adopt 
contrary policies, but rather are apparently caused by a failure to establish 
definitive rules. 

Utilization of WOC personnel to staff defense agencies during the present emer- 
gency period has been extensive. As of September 1, 1951. 12 defense department- 
ments had on their rolls 876 WOC’s.* Many of these WOC’s occupied very im- 
Number of 
Defense agency 


Office of Defense Mobilization - - 
Office of Price Stabilization 
Department of Defense 

Defense Transport Administration __- 
National Production Authority _--_._- 
Petroleum Administration for Defense 
Defense Electric Power Administration 

Defense Solid Fuels Administration 

Defense Minerals Administration 

Defense Fisheries Administration. -._- 

Production and Marketing Administration 

Dates Peodudtion Acsmimetian... .. «oo. ono qn nedntcsnnnn-adihnlinh Sasa das dak oe 


Total 


8! See the following: 
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portant policy-making positions throughout the various defense bureaus. In the 
Petroleum Administration for Defense, for example, WOC’s were at the head of 10 
divisions having operations service responsibility as compared to 2 such divisions 
whose directors were paid Government personnel. The Deputy Administrator 
of the PAD was Bruce K. Brown, a WOC on leave from the presidency of Pan-Am 
Southern Corp. and, until his appointment, a member of the National Petroleum 
Council. Two of his Assistant Deputy Administrators were Alfred P. Frame, a 
WOC on leave from the vice presidency of Cities Service Refining Corp. and Pe- 
troleum Advisors, Inc., and a member of various National Petroleum Council 
committees, and Charles P. Rather, a WOC on leave from the presidency of 
Southern Natural Gas Co., Birmingham, Ala. 

In the Office of Price Stabilization, the Director of the Food and Restaurant 
Division, the Director of the Consumer Durable Goods Division, the Director of 
the Forest Products Division, and the Acting Director of the Rubber, Chemicals, 
and Drugs Division were all serving without compensation. Other WOC’s were 
employed as chiefs of numerous OPS commodity branches.* 

WOC’s were in positions of comparable responsibility in the National Produc- 
tion Authority. As of June 25, 1951, the Deputy Administrator was Thomas §. 
Nichols, a WOC who was otherwise employed as president and chairman of the 
board of directors of Mathieson Chemical Corp. Three of the four commodity 
bureaus of the National Production Authority were headed by WOC’s: Norman 
Foy, the Assistant Administrator for the Metals and Minerals Bureau otherwise 
employed as general manager of sales of Republic Steel Corp.:; Francis Curtis, 
Assistant Administrator for the Chemical, Rubber, and Forest Products Bureau 
otherwise employed as vice president of the Monsanto Chemical Co.; and Franz T; 
Stone, the Assistant Administrator for the Industrial and Agricultural Equipment 
Bureau otherwise employed as president and general manager, Columbus McKin- 
non Chain Corp. and Chisholm- Moore Hoist Corp.™ 

At least half of NPA’s commodity divisions had WOC’s as their directors. The 
following companies were aiding the defense effort by making these persons avail- 
able for Government-service on a full-time basis: 

United States Steel Corp.; American Cyanamid Co.; E. L. Bruce Co.; 
Crown-Zellerbach Corp.; Kelly Springfield Tire Co., an affiliate of the 
Goodyear Tire & Rubber Co.; International Harvester Co.; West Penn 
Electric Co.; Russell, Burdsall & Ward Bolt & Nut Co.; The Oliver Corp.; 
Studebaker Corp.; E. W. Bliss Co.; Westinghouse Electric Corp.; L. C. 
Smith Corona Typewriters; Carolina Telephone & Telegraph Co.; Lock 
Joint Pipe Co.® 

The all-important Iron and Steel Division of NPA was staffed almost completely 
in its executive positions with WOC’s. Not only were both the Director and the 
Assistant Director of the Division working without compensation but the Chiefs 
of the Cold Drawn Bar Section, the Tool Steel Section, the Plate Section, the 
Tin Plate Section, the Bars and Semifinished Section, the Sheet and Strip Section, 
the Structural Shapes Section, the Pig Iron Section, and the Stainless Steel Section 
were all WOC’s as well.™ 

In the Defense Production Administration, WOC’s were also in positions of 
high rank. Until the recent confirmation of Manly Fleischmann as Administra- 
tor, the Acting Administrator of DPA was Edwin T. Gibson, a WOC otherwise 
employed as executive vice president of the General Foods Corp. Director of 
the important Office of Program Requirements of DPA, which performed central 
programing necessary for the determination of defense production programs 
required to meet defense needs, was Charles E. Wampler, a WOC who was assistant 
vice president of the American Telephone & Telegraph Co. His assistant was 
George N. Lilygren, vice president of the Carrier Corp. Director of the Require- 
ments Committee Staff was Robert E. Johnson, chief economist for Western 
Electric Co., working for DPA as a WOC.* 

Certain key positions in the offices of the Defense Transport Administration 
were also occupied by WOC’s. At the time of the subcommittee’s hearings, 
Walter 8. Rainville, the executive assistant of DTA, was a WOC whose private 
position was director of research for the American Transit Association. The 
Director of the Railroad Transport Division of DTA, the Director of the Inland 


® As of May 31, 1951. 

88 Exhibit No. 88, p. 802ff. 
% Hearings, appendix. 

8$ Ibid. 

% Tbid. 

* Hearings, appendix. 
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Water Transport Division, and the Director of DTA’s Street and Highway 
Transport Division were all WOC’s.% 

Mr. Small, the Chairman of the Munitions Board, testified that his Executive 
Vice Chairman, the Vice Chairman for Production and Requirements, the Vice 
Chairman for Supply Management, and the Vice Chairman of the Munitions 
Board for International Programs were all serving the Government without 
pay. 

Many of the WOC’s currently employed in defense agencies come from the 
largest industrial corporations. As of April 20, 1951, 30 of the WOC’s working 
in the National Production Authority were privately employed by the 100 largest 
manufacturing companies in the United States. This number had increased to 
17 by June 25, 1951, or more than one-fourth of all WOC’s employed by the 
NPA, 

It is not surprising, however, that a great number of WOC’s in defense agencies 
come from large industrial concerns in view of the fact that it is often very difficult 
for small businesses to supply personnel to the various Government departments 
on a full-time basis. Key executives of small businesses seldom can be spared 
by the company. Mr. Fleischmann, Administrator of the National Production 
Authority, further elaborated on the difficulty in securing WOC’s from smaller 
enterpfises: 

“It is more difficult than to obtain big business people, yes, sir * * * I think 
the problem is primarily a financial one that the company cannot afford to pay 
the compensation of the man while he is in Government service.’ 

At a meeting of the Can Manufacturers Industry Advisory Committee to the 
National Production Authority on March 27, 1951, the hardships incurred by 
small-business men in leaving their businesses and coming to Washington to 
occupy Government posts were explained to NPA officials. According to the 
minutes of that meeting: 

“Mr. Lewis (NPA Government presiding officer) reminded the committee that 
his efforts to obtain a representative of a small can manufacturing company as 
a member of the Division’s staff has failed thus far to bring a suggested name 
from the industry, He asked that industry consider this problem. Some mem- 
bers representing small business pointed out that small companies cannot spare 
a representative on a continuous basis.” 

While it must be recognized that the financial status of smaller business as 
well as the need for small concerns to retain the services of their key personnel are 
serious obstacles to the fullest utilization of WOC’s from smaller concerns, the 
preponderant number of WOC’s in important positions in defense agencies coming 
from the very large corporations may at least be partly attributable to personnel 
recruitment policies of these departments. 

On December 20, 1951, at the instance of Alan Valentine, then Administrator 
of the Economie Stabilization Agency, Otto Seyferth, president of the United 
States Chamber of Commerce, typed and addressed a number of letters which 
were mailed at Chamber expense to the presidents of a select list of large corpora- 
tions soliciting personnel to staff important positions in Washington wartime 
agencies.® 

The following corporations to which this request was presented cooperated in 
the defense effort by furnishing WOC’s to fill positions in the National Production 
Authority: American Can Co., American Cyanamid Corp., Armco Steel Corp., 
Bethlehem Steel Corp., Continental Can Co., Eastman Kodak Co., General Foods 
Corp., B. F. Goodrich Co., Goodyear Tire & Rubber Co., Inland Steel Co., Jones 
& Laughlin Steel Corp., Owens-Illinois Glass Co., and the Union Carbide & 
Carbon Co. Other large companies to which letters had been dispatched by the 
United States Chamber of Commerce also supplied a number of WOC’s to various 
defense departments. 

Again on January 15, 1951, another letter was written to 163 of the largest 
corporations in the United States, signed by Charles E. Wilson and Alan Valentine, 
and again typed and addressed at the expense of the United States Chamber of 
Commerce, requesting industry personnel to staff the offices of the Economic 
Stabilization Agency. 

Mr. DiSalle indicated that a fair number of companies responded to this appeal 
by supplying WOC employees to work in the Office of Price Stabilization.*% The 
letter referred to read as follows: 


* Exhibit No. 90, p. 834ff. 

*® Hearings, pp. 261-262. 
Exhibit No. 77, p. 722. 

* Hearings, appendix. 

* Hearings, p. 721. 

% Exhibit No. 78-A, p. 723. 

* Hearings, p. 813. 
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JANUARY 15, 1951. 

My Dear Presipent: The inflationary spiral must be immediately arrested. 
This can be done only with the support of the American people and very particu- 
larly of those whose business experience and ability gives them special qualifica- 
tions and responsibilities in this work. 

Whatever measures may be taken must be formulated wisely and administered 
with fairness and efficiency. In both these operations we now call upon you and 
your company to give us immediate aid. 

The Economie Stabilization Agency must promptly amplify its staff with large 
numbers of competent experienced workers. Most of these should be secured from 
private business. We ask that your company make now a significant contri- 
bution from its personnel, as closely as possible along the lines proposed below. 

Thus far American business has contributed greatly toward economic stabili- 
zation through participation in conferences and through providing part-time 
consultants. But the tremendous task with which the Agency may shortly be 
faced will require a large body of full-time workers, who will regard their work 
with the Agency as a form of national service. Please suggest men who will accept 
full-time appointment to the Agency for a period of not less than 1 year. They 
can come as salaried Government employees or as appointees without com- 
pensation, according to individual arrangements, but they must be prepared to 
come immediately. 

With the generous cooperation of the United States Chamber of Commerce 
we have analyzed the needs of the Agency in terms of your company. It is not 
possible to state now the precise post and title, the exact salary and the specific 
work which the Agency would provide for each of these individuals. We can, 
however, give assurance that each man will be assigned work as close as possible 
to his experience and interest, and that in cases ‘vkere Government salaries are 
desired they will reflect the importance of the work. 

The attached sheet indicates our concept of the men we need the most from 
vour company. Will you not take immediate action to nominate such men; to 
secure their acquiescence if asked to a year of national service with the Economic 
Stabilization Agency; and then to send them promptly to Washington, where 
subject only to a satisfactory interview they will promptly be attached to this 
Agency. 


We believe that you will recognize the high importance of this request and take 
prompt action accordingly. 
Sincerely yours, 


CHARLES E. WILSON, 
Director, Office of Defense Mobilization. 
ALAN VALENTINE, 
Administrator, Economic Stabilization Agency. 

WOC personnel have also been selected upon the recommendations of industry 
advisory groups. Thus, the Pulp, Paper, and Board Advisory Committee, 
meeting on October 4, 1950, recommended to the National Production Authority 
that it employ Harold Wright, assistant general manager of the Champion 
Paper & Fiber Co.; L. K. Larson, sales manager of the Weyerhaeuser Timber Co. ; 
and John Moore, of the International Paper Co. These persons were subsequently 
hired by the National Production Authority either as WOC’s or as paid con- 
sultants.™ Parallel personnel policies in the Office of Price Stabilization were 
described by Sam Ewing of the Copper Division of OPS in his testimony before the 
Mining and Minerals Subcommittee of the House Committee on Interior and 
Insular Affairs on April 5, 1951. Ewing informed the House subcommittee: 

“T wanted to call attention to the fact that on the 3d of January we met with 
the copper industry. At that time we had Mr. Cox from Kennecott present, we 
had Mr. Douglas from Phelps Dodge, Mr. Dwyer from Anaconda, Mr. Lynch 
from Calumet and Hecla, Mr. Siner from Miami, Mr. DeWitt Smith from New- 
mont, Mr. Simon Strauss from American Smelting, Mr. Zimmer from American 
Metal, and Mr. La Croix from Copper Range. 

“At that meeting we made it very clear to them that it was up to them to 
furnish us with the men who draw their own regulations and that is the policy 
we have taken. From that meeting they furnished me Mr. Lenz. The next day 
we had a meeting on lead and zinc. 

“We had Mr. Bilberz from Tri State Zine & Lead, Mr. Walter Carroll from 
National Lead, Mr. Dwyer from Anaconda, Mr. Harvey from New Jersey Zine, 
Mr. Ince from St. Joseph Lead, Mr. LeFevre from ‘Jnited States Smelting and 
Refining, Mr. Kesly from New Jersey Zinc, Mr. Snyder from Combined Metals 


* See Exhibit No. 73-B, p. 710ff. 
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Reduction, Mr. Strauss from American Smelting and Refining, Mr. Weinberg 
from International Minerals & Metals Corp., Mr. Zimmer from American Metal, 
and Mr. Zoller from Eagle Picher Co. 

*“‘At that meeting we stressed the necessity of them furnishing us with a man 
who was familiar with the various ramifications of the lead and zinc industry so 
that they could write orders. It has been our policy to take people from industry 
and take the people who are recommended by our supervising groups to write 
these orders. * * * We have taken every opportunity to point out to these men 
in these industries that they must furnish us the men.” 

Testimony and evidence presented at the hearings uniformly described the 
competence, selflessness, and patriotism of WOC personnel. Mr. Fleischmann, 
Administrator of the National Production Authority, commented as follows on 
the high qualifications of WOC’s. 

“T might say that in my experience with NPA I have found without-compen- 
sation employees, generally speaking, to be high-minded, patriotic, diligent, and 
able.’’ % 

In response to questioning by Mr. McCulloch of the subcommittee, Mr. 
Fleischmann further observed that he had never seen a WOC acting in a selfish 
manner nor had he encountered any action on the part of WOC’s which would 
foster or encourage monopolistic practices.” Similar testimony relating to the 
high standard of behavior of WOC’s came from Mr. DiSalle, Director of the Office 
of Price Statilization, during his appearance before the subcommittee. Said 
Mr. DiSalle in a colloquy with Congressman McCulloch: 

“Mr. McCututock. Mr. DiSalle, What has been your experience with these 
WOC’s. Have they been able, unselfish, and patriotic citizens? 

“Mr. DiSauue. I am glad that you asked me that question, because I want to 
say to this committee that if it had not been for the WOC men that we were able 
to get in the beginning, we could not have gotten the program under way. * * * 
[I found a good many WOC’s came down to work and worked unselfishly and 
under difficult cireumstances, poor space, poor buildings, without stenographic 
help, and they leaned over backward in order to be fair.’ * 

The devotion and ability of WOC’s received further corroboration in the 
testimony of Harold E. Holman, Assistant Director of the Lumber and Wood 
Products Division of the National Production Authority and a career Government 
employee, “that a WOC from a large industry is inclined to lean over backward. 
The men that I have met, some of whom I have had intimate association with, are 
of extremely high caliber. * * *’® The Assistant Attorney General also 
“* * * recognized that the vast majority of those who are called upon to serve 
in the Government without compensation or on a per diem basis are patriotic and 
able persons who are anxious to lend their efforts to our mobilization program.”’! 
There was no evidence whatsoever presented to the subcommittee indicating that 
WOC personnel currently employed in the Government defense agencies had 
acted without propriety at any time or in any manner. 

While there was unqualified and uniform praise of the behavior of WOC per- 
sonnel, there was also recognition of the need for rules governing the use of such 
personnel to protect the public interest as well as to safeguard WOC’s from un- 
necessary embarrassment which might impair their efficiency or which might 
unfairly reflect upon their integrity. Despite this awareness of the need for 
WOC standards, there appeared to be no uniform criteria for the employment, 
placing, and codnuct of WOC personnel. 

In the matter of employing paid trade association executives as WOC’s, for 
example, there was no general policy prevailing throughout defense departments. 
Manly Fleischmann, Administrator of the National Production Authority, stated 
that he did not favor the utilization of paid trade association representatives on 
a without-compensation basis.2 Nevertheless, after thorough consideration of 
the matter he has determined to retain two such employees in the NPA. John 
A. Claussen of the American Iren and Steel Institute is a WOC in the Pig Iron 
Section of the Iron and Steel Division of NPA, and James L. Ritchie, the executive 
director of the United States Pulp Producers Association has been serving the 
NPA as a WOC since June 26, 1951. 

There were conflicting policies prevailing in other defense agencies as to the 
employment of paid trade association executives on a WOC basis. The Munitions 
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Board was completely devoid of WOC’s representing trade associations, as was 
explained by Mr. Small, Chairman of the Board, in response to a query by the 
chairman of the subcommittee: 

‘‘We have none in the Munitions Board, and have no intention of having any 
in the Munitions Board. I frankly do not believe that it is good policy to have 
them as WOC people. I think I am right that the War Production Board went 
through that, and their policy was that no WOC’s were trade association men,’’? 

In response to questioning by the chairman, the Assistant Attorney General 
in charge of the Antitrust Division, Mr. Morison, expressed the belief that the 
great majority of cases of paid executives of trade associations were not qualified 
to confer the particular benefit to the Government which WOC’s are called upon 
to supply. 

On the other hand, a number of defense officials conveyed an entirely different 
attitude regarding trade association personnel. Mr. Knudson, Administrator of 
the Defense Transport Administration, for example, in referring to the employ- 
ment on a WOC basis of a paid trade association executive, stated: “I don’t see 
any particular significance in the fact that he may be from industry or from a 
trade association as long as we are operating within the law and as long as he is a 
high charactered individual.5 WKnudson continued by affirming that both Wilham 
F. Betts, the assistant to the chairman of the car service division, Association of 
American Railroads, and Caleb R. McGee, vice chairman of the car service divi- 
sion of the Association of American Railroads, both of whom were WOC consul- 
tants to the DTA otherwise employed by a trade association, were good public 
servants and had ‘‘distinguished themselves in ODT days, for several years they 
gave valuable service, proved their worth to Colonel Johnson in that organization, 
and they rendered yeoman service, it is my understanding, on the NSRB task 
groups before they were moved over to DTA.” ® 

Similarly, in the Defense Production Administration, there appeared no reluc- 
tance to employ as WOC’s paid executives ot trade associations. As of April 30 
of this year, executives of the following associations were on the personnel rolls of 
DPA: Manufacturing Chemists Association; Rubber Manufacturers Association: 
American Water Works Association; American Transit Association; and American 
Coke & Coal Chemicals Institute (two persons).?7 The DPA also had the WOC 
services of Caleb R. McGee, vice chairman of the car service division of the 
Association of American Railroads who also occupied a WOC post with the 
Defense Transport Administration, 

Another situation not covered by any general rules of administrative policy 
exists in the employment of a large number of sales executives on a WOC basis to 
staff important positions in defense agencies. The National Production Authority 
alone had some 50 WOC employees a3 of June 25, 1951, who were otherwise em- 
ployed in sales positions with private companies. Mr. Fleischmann, Adminis- 
trator of the NPA, explained to the subcommittee that the great number of 
WOC’s in his agency who occupied sales positions in industry resulted from the 
fact that “the problems of the industry division are basically those of distribution 
rather than production; and the problems being distribution, the pcople who 
generally speaking know most about the general problems of distribution are the 
sales people.’’® He also agreed with Mr. Wilson of the subcommittee that at a 
time when there exist allocations and priorities, sales people may be more easily 
spared by their respective concerns,'? 

The sales manager, in the opinion of Harold Holman, Assistant Director of the 
Lumber and Wood Products Division of the National Production Authority, was 
frequently a good production manager and Holman had no “hesitancy whatsoever 
of taking a good sales manager and putting him in a position in the Lumber 
Division of policy making and programing without very much fear that the action 
that he would take would seriously affect any segment of the lumber wood prod- 
ucts industry.”’ 1! 

On the other hand, Mr. Morison, Assistant Attorney General in charge of the 
Antitrust Division, was of the opinion that War Production Board experience 
had shown that sales personnel did not have the kind of intimate knowledge of 
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the industry necessary to perform governmental functions and also were placed 
in embarrassing positions when occupying Government posts by virtue of their 
private occupations as sales executives.” 

While there are many instances where the employment of WOC’s who occupy 
sales positions with private companies may be desirable, the problems which are 
inherent in the utilization of sales personnel to staff important positions in defense 
agencies strongly suggest the need for a policy similar to that outlined by Mr. 
Keating of the subcommittee when he stated: 

“T think insofar as it is possible to do the job, it does seem to me that sales 
managers and people who have been in sales positions should not be placed in 
the quasi judicial position of having to decide between a former customer and some 
others who were not customers on matters of discretion like allocations and things 
of that kind.” ® 

Other areas relating to WOC’s also appeared in need of clarification. Practicing 
attorneys have filled defense agency positions as WOC’s despite the precedent 
which John Lord O'Brian laid down in World War II that lawyers working for 
wartime agencies should sever all connections with their individual firms. A 
poliey similar to that formulated by John Lord O’Brian in this respect was char- 
acterized by Mr. Morison, Assistant. Attorney General in charge of the Antitrust 
Division, as “highly desirable’”’ at the present time." 

The most important of all questions relating to WOC’s which remains un- 
answered under present procedures is the nature of the position which without- 
compensation personnel should occupy in defense agencies. While, as indicated 
previously, WOC’s have served in the highest operating and policymaking posi- 
tions in Government departments, little consideration has been given to the pro- 
priety of having as head of an industry division or subdivision a WOC coming 
from the industry over which that division exercises control. 

This question was answered categorically under regulations of the War Produc- 
tion Board during World War II which, except for special circumstances, pro- 
hibited a dollar-a-year man from occupying a position in which he would have to 
make decisions directly affecting his own company or its competitors. 

Executive Order 10182, however, issued by the President on November 21, 
1950," is ambiguous in this respect, stating in a vague and somewhat precatory 
fashion in section 102 (c) that: ‘‘In the appointment of personnel and in assignment 
of their duties, the head of the department or agency involved shall take steps to 
avoid, to as great an extent as possible, any conflict between the governmental 
duties and the private interests of such personnel.” 

The intentions of the order are further obscured by the fact that in the immedi- 
ately prior subsection there appears to be a conflicting policy, for it is there pro- 
vided that: ‘“‘Appointments to positions other than advisory or consultative may 
be made under this order only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time salaried basis.” 

Mr. Morison, Assistant Attorney General in charge of the Antitrust Division, 
construed Executive Order 10182 as favoring the use of WOC personnel, except 
to fill certain technical needs, in positions relating to industries other than those 
with which they have been previously associated. “I have no doubt,’’ Morison 
told subcommittee counsel, ‘‘that a so-called dollar-a-year man, a without-com- 
pensation executive, if he is as envisioned in section (c) of the Executive order, 
101 (c), if he is not assigned to responsibility as a bureau head or section head of 
his own industry, that there is nothing inherently wrong.” 

Mr. Niederlehner, counsel for the Munitions Board, took no such unequivocal 
position in replying to a question relating to the construction of these two pro- 
visions of Executive Order 10182 posed by counsel. He admitted that the Execu- 
tive order did not specify any definite criteria as to the selection of the position 
to be occupied by a WOC, and indicated that in his opinion a rule of reason would 
have to be applied to each individual appointee under the Defense Production 
Act and the Executive order.” 

The practical construction of the order, however, has been at the other extreme. 
A cursory glance at the positions occupied by WOC’s throughout defense agencies 
reveals that those in charge of the defense program have not chosen to follow the 
so-called branch and section chief policy of the War Production Board nor have 
they apparently interpreted the provisions of subsections 102 (b) and (c) of Execu- 
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tive Order 10182 as have representatives of the Department of Justice. Thus, 
General Administrative Instruction No. 204—6 of the National Production Author- 
ity relating to the employment of WOC’s, other than reciting the basic qualifica- 
tions laid down in the President’s Executive order previously referred to,makes 
no additional provision whatever for the selection of positions in the Nationa] 
Production Authority to which WOC’s may be appointed. In the Office of Price 
Stabilization, no regulations at all have been promulgated relating to the hiring 
and placing of WOC’s in OPS divisions and branches, although Mr. DiSalle 
related to the subcommittee three simple standards which were applied in the 
hiring of WOC’s.'® None of these appertained to the position which a WOC 
could occupy in the agency, however, and in cases which might embarrass or 
conflict with the private interests of the WOC, such personne! did not participate 
in rendering decisions only as a matter of ‘‘custom.”’ 

It has been the expressed policy of defense agencies to keep the number of 
WOC personnel in Government bureaus at a minimum. This is consonant with 
the President’s Executive Order 10182 relating to the hiring of WOC’s which 
states that ‘‘So far as possible, operations under the act shall be carried on by 
full-time, salaried employees of the Government * * *” and provides that for 
WOC appointments to positions other than advisory or consultative, written 
certification must be made ‘‘That the department or agency head has been 
unable to obtain a person with the qualifications necessary for the position on 
a full-time, salaried basis.” 

How Government officials have endeavored to adhere to this policy was shown 
at the subcommittee’s hearings. Mr. Small explained to the subcommittee the 
policy of the Munitions Board, when he testified: 

“It is the policy of the Chairman of the Munitions Board that only a very 
minimum number of selective WOC personnel be employed. Moreover, such 
appointments are to be made only in eases where the requirements of the position 
are such that the individuals must personally possess outstanding experience 
and ability not available on a full-time salaried basis.’’ 2° 

Mr. Fleischmann, Administrator of the National Production Authority, agreed 
that the optimum situation would be one in which full-time Government employees 
were available to fill not only policy but operating positions in his agency.! 
Nevertheless, the inability to obtain qualified personnel on a salaried basis to 
man important defense posts has necessitated resort by defense agencies to the 
witespread use of WOC’s. 

Mr. Fleischmann indicated that one of the reasons why there were 22 WOC’s 
emploveil in the Steel Division of the National Production Authority alone was 
that “every capable steel man in the country today is employed at a salary 
exceeting what we can pay in the Government.” 2 David Lilienthal, in a state- 
ment mate before a Senate subcommittee in support of Senate Concurrent 
Resolution 21 which was presented for the subcommittee’s consideration by 
Manly Fleischmann, summarized in detail the reasons behind the need for WOC’s 
in part as follows: 

“This Government, in its executive branch, must, of course, be operated chiefly 
by individuals who have completely cut themselves off from their previous ties 
of a professional or a business kind. 

“But we can’t possibly do a good job under present-day conditions by relying 
exclusively on such employees and appointees. In the first place we can’t afford 
it. We can’t keep staffed up, at all times, with enough men of high caliber and 
effectiveness so that when an emergency such as war or the present period comes 
along, there would be enough permanent executives to handle the emergency load. 
That would be wasteful. It would be impractical as well for good men simply 
will not sit around, like firemen, waiting for an emergency. 

“There are other practical difficulties. The compensation and the attractions 
of Government service do not appeal to many men of the very kind Government 
most needs at a time like this. Furthermore, it is only in various branches of 
private life that certain kinds of experience can be had. This experience is 
available to our Government only from ‘dollar-a-year’ men, from men who are 
willing to leave their private occupations temporarily, to lend a hand for 6 months 
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Additional motives for the employment of WOC’s were also revealed by Mr. 
Fleischmann in his prepared statement presented to the subcommittee in which 
he pointed out the need to staff defense departments with ‘‘men who are experts 
in their industries and who have the confidence of those engaged in those indus- 
tries. ** 

Defense officials have repeatedly emphasized that the large number of WOC’s 
employed throughout defense agencies is due to the dearth of qualified full-time 
Government employees to fill such positions. It is possible that one of the 
factors contributing to the unavailability of full-time Government workers for 
posts in defense agencies and thus compelling reliance upon WOC’s has been the 
personnel policies of certain defense agencies as they have been applied to salaried 
employees. 

The case of Col. William G. Knight provides an example of personnel policies 
which may have unfortunate consequences. Colonel Knight, Chief of the Motive 
Power Unit of the Railroad Equipment Division, was interrogated informally by 
members of the subcommittee staff during the month of May 1951, on matters 
relating to the allocation of steel to locomotive builders. Colonel Knight 
responded truthfully and with complete candor to the questions posed to him 
by subcommittee representatives, As a result of these conversations, Colonel 
Knight was subpenaed to appear before the subcommittee and relate the story, 
heretofore discussed at length in an interim report of this subcommittee,” of the 
high priority directive for steel issued to the Electromotive Division of the 
General Motors Corp. while applications made by all other locomotive builders 
for comparable relief were inexplicably lost, not once but twice. 

When Colonel Knight informed his superiors of the service of the subpena re- 
quiring his appearance before this subcommittee on May 21, 1951, he was bluntly 
told, “You have got yourself in a hell of a mess.”’?° Great reluctance was also 
manifested on the part of NPA officials to have Knight testify for, as Colonel 
Knight had been informed, it was greatly feared that somebody might get his 
fingers scorched.?’ 

\s a result of these differences with his superiors, Colonel Knight, understand- 
ably upset by the events which had transpired, submitted the following memo- 
randum to the head of his Division immediately prior to his appearance before the 
subcommittee: 

May 21, 1951. 
Mr. R. L. Guenn, 
Director, Railroad Equipment Division, 
National Production Authority. 


Dear Mr. Gitenn: How much time do you want to replace me in my present 
capacity as head of the Locomotive Unit? 
[ am prepared to place @ formal resignation, after receiving the above informa- 
tion, 
Sincerely yours, 
W. G. Kyienr.” 


The day after his testimony about the steel allocations to locomotive builders, 
Colonel Knight tendered a formal resignation to NPA stating that: “I resign for 
the following reason: Personal reason—to enter private business at an increase 
in salary or suitable location. My last working day will be June 10, 1951.” 2° 

Subsequently, Colonel Knight was permitted to amend his resignation to allow 
for 90 days’ leave without pay.*° 

It was the contention of the National Production Authority that Colonel 
Knight’s resignation under the above-set-forth circumstances was purely volun- 
tary and was not offered under any pressure or duress.*1 However, Colonel! 
Knight himself informed the subcommittee on May 31, 1951, and on several other 
occasions that after submitting his resignation in the heat of the controversy, he 
endeavored to seek an amicable settlement of his difficulties with his superiors. 
He further stated that Mr. Stone, Assistant Administrator for the Industrial and 
Agricultural Equipment Bureau of NPA, refused to permit his resignation to be 
withdrawn.” 
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Mr. Stone on May 31 assured the subcommittee’s staff that he would advise 
the subcommittee of all future developments prior to any final action in Colonel 
Knight’s case. However, not until 5:15 p. m., June 8, 1951, more than 24 hours 
after final action on his dismissal had been taken, was the subcommittee informed 
of what had occurred by Mr. Stone. 

From the facts outlined above it appears that Colonel Knight had no desire to 
resign from the NPA and that there was no legitimate reason for the National 
Production Authority to insist that Colonel Knight carry out what originally was 
intended as mere gesture of protest. Officials of the National Production Author- 
ity seemed all too willing to be rid of a person whose honesty had subjected the 
agency to legitimate criticism. The tendered resignation of Colonel Knight on 
tue day after his appearance before this subcommittee was used as a method of 
achieving this objective under the misleading pretext that the colonel’s retirement 
was “‘voluntary.”’ The penalty paid by Colonel Knight for his cooperation and 
testimony before this subeommittee was the loss of his job on June 7, 1951. 

The dismissal of Earl Glen, formerly acting director of the Rubber Division of 
the National Production Authority, is another example of the personnel policies 
of the National Production Authority which merits comment. Glen, Govern- 
ment servant since 1945 when he became assistant administrator in charge of 
technical operations in the Rubber Bureau of the Civilian Production Adminis- 
tration, had been in charge of the administration of synthetic rubber controls 
since the termination of World War IT. When the war in Korea broke out in the 
early summer of 1950, rubber controls were then within the jurisdiction of the 
Department of Commerce and directly under Glen’s supervision. After the 
National Production Authority had been constituted pursuant to the Defense 
Production Act of 1950, Glen remained as acting director of the Rubber Division. 

In January of 1951 a permanent director was appointed and Glen was made 
deputy director of the Rubber Division.* In this position he was to receive a 
higher salary than he had been getting as acting director of the Division. The 
first time Glen heard of the termination of his position as acting director, however, 
was when he was informed that the Cleveland Plain Dealer had carried an article 
announcing that Leland Spencer was to succeed him as Rubber Director for the 
National Production Authority. Subsequent conversations between Glen and 
Messrs. Ireland and McCoy of the National Production Authority confirmed for 
Glen what had been previously announced in the Plain Dealer dispatch. 

Glen’s tenure as underling to Spencer was destined to be short, however, for 
soon after Spencer’s arrival, Glen’s resignation was requested by NPA officials on 
the basis of grounds which were contained in a report prepared by Sterling 
McMillan, an economist employed by the Authority. No opportunity to rebut 
the charges contained in the McMillan report was ever afforded Glen nor did he, 
in fact, ever see the report which contained serious reflections on his efficient 
administration of the NPA rubber program. Instead, he testified that he was 
summarily requested to resign from his position in the Rubber Division with the 
parting admonition of Mr. Horace B. McCoy of the National Production Authority 
not to make any fuss about it because ‘it would be foolish to buck NPA.” * 

Such summary treatment of career Government employees is certainly not 
calculated to encourage competent personnel to enter the Government service. 

* * * * * * * 


Without compensation personnel 


Defense officials have unanimously informed the subcommittee of their debt 
to WOC’s in carrying out their responsibilities under the Defense Production Act. 
Without the cooperation of such persons, it would have been impossible to make 
any substantial progress with the mobilization effort. The subcommittee wishes 
to take this opportunity publicly to commend the WOC’s who have served the 
Government during this emergency, often at great personal sacrifice, for their 
patriotism, their competence, and their diligence. It has discovered no instance 
where such personnel have conducted themselves with other than the utmost 
selflessness and honesty. 

Because of the unavailability of qualified Government employees, resort to 
WOC’s has been on a large scale with more than 875 WOC’s employed in defense 
agencies on September 1, 1951. Many of these WOC’s come from only the largest 
corporations in the United States. This is attributable, in some respects, to the 
difficulties encountered in obtaining key personnel from small entities, but may 
also, in part, be due to personnel recruitment policies of defense agencies. Sub- 
stantial cooperation has been »btained from the United States Chamber of Com- 
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merce in soliciting WOC’s from the largest companies in the country. Selection 
of these WOC’s was on a company rather than an individual basis: 

Although experience has shown that WOC’s from the largest companies are 
every bit as patriotic and competent as paid Government employees or WOC’s 
from comparatively smaller companies, there is a danger that WOC’s from the 
largest concerns will naturally reflect a big business attitude in dealing with the 
many problems encountered in their duties. Since their frame of reference is 
often not representative of all segments of industry, sound policy would not 
place them in a position to dominate the entire mobilization program. While the 
subcommittee recognizes that it is difficult for small companies to spare WOC 
personnel, it does not believe that WOC’s must necessarily be recruited from a 
comparative handful of only the largest manufacturing concerns in the United 
States. 

Undesirable personnel policies with respect to paid Government employees 
may be one reason why such widespread resort to WOC’s has been necessary. 
The subeommittee has in mind particularly the case of Col. William G. Knizht 
who was permitted to “resign’’ from the National Production Authority after 
his testimony before the subcommittee. The NPA’s dismissal procedures in 
the case of Earl Glen, formerly Acting Director of the Rubber Division, also 
leave much to be desired. 

With WOC’s playing such a prominent part in the mobilization effort, it is 
essential that clearly defined rules be established to govern their enployment 
and tenure. These rules are necessary not only to protect the public interest, 
but also to protect WOC’s from the all-too-prevalent danger that they will be 
subjected to unfair and improper criticism for actions necessarily performed in 
the course of their Government duties. Lack of clarity in the rezulations respect- 
ing the use of WOC’s hampers their ability to act competently and promptly 
without fear of criticism. 

Several areas which were clearly defined by regulations during World War II 
are not covered by present rules. Paid trade association executives have been 
hired as WOC’s: attorneys have served in defense agencies on a WOC basis. In 
addition, sales managers have been utilized on a large scale as WOC personnel 

The most pressing problem with regard to WOC’s is the position which suc 
persons should occupy in defense departments. Currently, there are no limita- 
tions on the functions which WOC’s may perform inasmuch as the only authori- 
tative regulation governing the use of WOC’s, the President’s Executive Order 
10182, is highly ambiguous. That order reflects two policies which may at times 
be highly conflieting. One is the desire not to put WOC’s in positions which 
will conflict with their private interests. The other is to obtain maximum 
utility from WOC’s once they have been hired by defense agencies. 

Currently, WOC’s occupy high and important policy positions in defense 
departments. These positions are frequently those concerned with the very 
industries from which the WOC’s emanate. The subcommittee does not believe 
that a blanket prohibition should be adopted preventing WOC’s from heading 
industry divisions which govern activities of their companies or their competitors. 
On the other hand, it ean foresee many undesirable consequences flowing from 
such relationships and it does conclude that insofar as possible heads of divisions 
and branches should be paid Government personnel or WOC’s who are not likely 
to be thereby placed in positions of conflicting interest by virtue of their private- 
industry connections. The fact that their employment is usually on a rotation 
basis, with resultant inefficiency and lack of continuity in policy, adds force to 
this conclusion. Indeed, for the many reasons indicated above the subcom- 
mittee is in agreement with most witnesses appearing before it in concluding 
that the employment of WOC’s during the mobilization period should be kept at 
a minimum. 

* * * * * * * 


Mr. Cxetuer. For these reasons, Mr. Chairman, the committee 
should require Secretary Weeks and Dr. Flemming to furnish it a 
list of all WOC’s, with positions that they have occupied in Govern- 
ment, and their corporate afhliations. 1 respectfully urge a full and 
complete examination of the WOC program before any such blanket 
recruitment of persons representing private interests for important 
Government policy provisions is undertaken by statute. 

I understand Dr. Flemming testified yesterday with reference to 
the setting up of this so-called reserve of WOC’s, who would come back 
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here and take something like refresher courses as to the changes in 
procurement. Now, that raises some very interesting questions. | 
never heard of a reserve force of that kind. What would be the 
official standing of these reservists? What is the duration of their 
potential duty as reservists? What about the conflict of interests 
statutes? Would the conflict of interests statutes apply to these 
reservists, and for how long would the conflict of interests statutes 
apply? I am told Dr. Flemming did not fully answer these questions. 
I do not think he thought about them. 

And who is to add to the list? Who is to superintend the reserve? 
Who is to take men off the reserve list? Could they refuse to serve, 
perchance, if they do not like the nature of the orders given to the 
companies they actually represent? What are you going to call this 
the Flemming Reserve? 

I would ask you gentlemen to ponder very long and seriously before 

you set up anything in the nature of the Reserves. You can get, if 
you want, WOC men and men of this character very quickly. You 
had them in the emergency before. We can get them quickly, 
although God forbid another emergency makes it necessary. I do 
hope there will be no such thing as reserves. I say that with all due 
deference to the authors of the bills. There is nothing personal about 
this criticism, Senator, you understand that. I think this colloquy 
has done a great deal, and I am very grateful for the questions that 
you asked and the other Senators asked. 

I again want to thank you for your courtesy and kindness in receiv- 
ing my humble contribution this morning. 

Senator Doucias. We want to thank you, Congressman Celler, for 
taking the time and trouble to prepare this very careful and forceful 
statement and come over to us and give us the benefit of your thoughts 
and experience. 

May I ask a question or two about the Brownell-Oppenheim com- 
mittee. Do you have figures on how many members of that committee 
have pending, either in the courts or before the Federal Trade Com- 
mission, antitrust cases where they were defending fi1ms accused of 
violating the antitrust laws? 

Mr. Ce.uer. I would be glad to submit that for the record. I have 
the information here, but I will have it amplified and submit it for the 
record. 

Senator Douauas. I would be very glad to have you do that. 

(The information referred to follows:) 


MEMORANDUM 
JuNE 20, 1955. 
Subject: Attorney General’s Committee. 

Including the cochairmen, there were 63 members of the Attorney General’s 
National Committee to Study the Antitrust Laws. Of these 63 members, accord- 
ing to the information which has been submitted to our subcommittee by the 
Federal Trade Commission and the Department of Justice, 42 members were 
practicing attorneys; 8 were law professors; 8 were economists; 4 were Government 
officials, and 1 was a retired representative of organized labor. 

Of the 42 practicing attorneys, 21 personally or through their law firms repre- 
sented defendants in antitrust cases brought by the Department of Justice or by 
the Federal Trade Commission which were pending at the time the Attorney 
General’s Committee made its deliberations and issued its report. There were 32 
such pending antitrust cases instituted by the Department of Justice and 22 such 
cases brought by the Federal Trade Commission. 
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The practicing attorneys who were members of the Attorney General’s Com- 
mittee personally or through their law firms in the period 1946 through 1955 
represented defendants in a total of 132 antitrust cases brought by the Department 
of Justice and a total of 132 antitrust proceedings instituted by the Federal Trade 
Commission. 

On page 1853 of the transcript of the hearings before the House Antitrust Sub- 
committee, Professor Oppenheim, cochairman of the Attorney General’s Com- 
mittee testified as follows: 

“Mr. Maerz. To your knowledge, did any member of your Committee dis- 
qualify himself from participating in the deliberations of the Committee concern- 
ing issues involved in a pending antitrust case in which he was representing a 
corporate defendant? 


‘Mr. OprpeNuHErM. I know of no instance of a request for disqualification.” 

Mr. Harkins. Specifically what was the question? 

Senator Dovetas. The question was this: How many members of 
the Oppenheim or Brownell committee—62 members, I believe—have 
pending either before the Federal Trade Commission or the courts 
antitrust cases where they were defending their firms which were 
being accused of violating the antitrust laws? 

Mr. Harkins. Twenty-one. 

Senator Dovetas. Did any of these 21 disqualify themselves from 
considering the issues involved in the pending cases? 

Mr. Cre.ier. We asked that question, and we found that nobody 
was disqualified. 

Senator Dovetas. Nobody disqualified themselves. So in a sense 
as members of a public body they were passing upon issues in which 
they were involved as private attorneys or litigants? 

Mr. Cretxer. Well, they were making recommendations. 

Senator Douetas. Making recommendations. 

Mr. Cetier. But I do not know whether your question is a fair 
one. But it is akin to fairness, I can say that. 

Senator Dovetas. Let us make it as fair as possible. Though 
they were involved either as litigants or attorneys on one side of the 
issue, they did not disqualify themselves from making recommenda- 
tions on many of the issues in which they were involved? 

Mr. Cretier. They did not. 

Senator Douecias. Congressman Celler, I notice that in connection 
with WOC’s you do not favor the establishment of a reserve. May 
I ask this: If we were in a hot war, might it not be necessary to get 
some WOC’s? 

Mr. Creutuer. Yes, sir; as I think I said, we have to sacrifice in 
order to win a hot war, and we had many WOC’s who did render a 
patriotic service. You need them; no question about it. Do you 
need them now under conditions now prevailing? 

Senator Dovetas. Of course, I raised the question yesterday as to 
whether they should not be willing to take a very comfortable Gov- 
ernment salary for the duration of the hot war. 

Mr. Cetter. They should but they won’t, and since they won’t 
we have to fit our situation to the conditions that the day requires. 
If we need them and they will not, we may have to get them. 

Senator Dovctas. You say we have to take them on their terms 
and not the Government’s terms? 

Mr. Crtuer. Unless you pass some statute drafting them. I 
do not know if you could do that. You could probably do it if you 
wished. 
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Senator Dove.as. I take it that you feel that during the period of 
a war which is not hot, but cold or cool, there is not the same necessity 
to have the WOC’s in director positions? 

Mr. Ceuier. Yes. And how long is this going to last? For what 
duration are we going to have this? 

Senator Dovueias. Leading governmental officials and others who 
are not Government officials say it may last for 20, 30, or 40 years. 

Mr. Cetuer. Then if you have these Reserves you have a blueprint 
or program for influencing governmental action, especially on procure- 
ment and other important policy matters, when we have no real 
emergency, and for quite a distance in the future. 

Senator Doveias. But you have to have the nucleus set up so that 
in case the cold war turns into a hot war you can bring them in 
immediately, just as we have the National Guard. 

Mr. Creuuer. I do not think it is analogous to the National Guard. 
It is quite different. You know, Senator—you have been down here 
long enough to know—what happens when these WOC’s get into 
Government service and assert their influences. If they are in the 
Reserve it would be the same thing, because they would come down 
here, according to Mr. Flemming, for refresher courses. They would 
be sort of reserve lobbyists. That is what they really are. And 
they would act as lobbyists. Let’s not fool Glia es. They would 
do everything, all and sundry, to advance the cause of their employers 
or themselves. 

Senator Dova.as. Is your record so much against: the Reserves as 

against the existing practices of hiring men as WOC’s 

Mr. Ceuier. I am against the existing practice except where it is 
absolutely necessary, and the Reserve would exacerbate the evil. 

Senator Dova.as. If exemption is granted for a period of 20 years 
from the antitrust laws, do you think that this would be confined 
merely to matters dealing with governmental purchase, or would the 
association of the various firms be then used to control policies in 
relationship to civilian purchase and sale? 

Mr. Cr.uer. | am opposed to granting any exemptions for any 
purpose for 20 years. That is a dangerous situation. I certainly 
would not want any exemption granted for manufacturing of civilian 
articles, but where the line could be drawn between that w hich is used 
for defense and that which is used for nondefense is a ve ry thin one. 
It is a matter probably of semantics and a question of who is in the 
saddle. 

Senator Doueias. With the excess-profits tax gone and with the 
Renegotiation Act weakened even on governmental purchases, do you 
think that we have adequate protections against price combinations 
on the part of suppliers? 

Mr. Ce.uer. Of course, excess-profits tax will help. 

Senator Doua.as. I say it is gone. 

Mr. Cetier. But I think it would help. If you are going to enact 
an immunization of these agreements for 20 years, I certainly want 
to reestablish the exc ess-profits tax, and make it applicable to those 
firms who participate in the agreement. 

Senator Dovetas. And a strong Renegotiation Act? 

Mr. Cretuer. Yes, sir, if you are going to do that. 

Senator Dovetas. Of course, the history of the Renegotiation Act 
is one of progressive weakening. 
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Mr. Cetuer. | hope that you will not reach the point where you 
have to consider those other statutes. I hope you will not grant a 
20-year immunization statute. 

Senator DouGcias. Thank you. Senator Capehart. 

Senator CapenarT. Congressman Celler, do you not think that we 
ought to prepare ourselves to meet any emergency? 

Mr. Ceuuer. Yes. 

Senator Capenart. Do you not think the time to do that is in 
advance of the emergency? 

Mr. Ceutuer. Yes. 

Senator Capenart. And do you not think it is just as important 
to prepare for how you are going to handle price, wage, and rent 
controls, and procurement of war materials and the preparation of 
standby facilities to be used in case of emergency? Do you not 
think those things ought to all be planned in advance? 

Mr. Cretier. Plan them in advance, by all means, but within the 
framework of our competitive economy, not with any immunities of 
the sort which are in the bill. 

Senator CapeHart. I am thinking more in terms of what you have 
been calling the WOC’s. Do you not think the administration should 
be complimented in preparing for an emergency, rather than waiting 
until the emergency strikes, as we did in World Wars I and II and the 
Kore mn war’ 

Mr. Cetuer. By all means, but again I say you should follow the 
ulcniemiie continued in the words of the Defense Production Act 
that all should be done ‘‘within the framework as far as possible of 
the American system of competitive enterprise.’ 

Senator CapeHArT. Well, no question about that. I do not think 
there is any argument about that at all. But when you talk against 
the WOC’ _ how else are you going to do it unless you want to hire 
them ey increase the cost of Government, and then will you not in 
case of a hot war or an emergency want to call in these experienced 
people in the United States? Why is it not better to train them in 
advance? 

Mr. Cretuer. We had no trouble calling them in. I did not see 
any evidence of difficulty in getting these WOC’s in the Korean conflict 
and in the Second World War. What evidence have you got? 

Senator CarpEHART. Would you believe me when I tell you that the 
lack of preparation prior to World Wars I and II and the Korean War 
cost this Nation billions and billions of dollars and possibly thousands 
and thousands of lives and delayed the winning of the war for many, 
many months? 

Mr. Cetier. I do not know what you have in mind about delay 

preparations, but that is a very broad factor that you mention. 
[ do not think it was due to failure to establish something like what 
is now called a WOC reserve. Ido not think the failure to get WOC’s 
caused anything of the type that you have indicated or even con- 
tributed to it. 

Senator Capenart. I think when you speak of WOC’s you are 
speaking of men. Men have ideas, and men work out plans and ways 
and means of doing things. 

Mr. Cetier. But if we can get-—— 

Senator Capenart. That is what these people, of course, are sup- 
posed to do. 
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Mr. Cetter. What is the Government supposed to do? We pay 
officials for that. We have talent within the Government, the finest 
talent in the world. We do not have to reach out. If we do reach 
out, let them come in the Government service and get paid. 

Senator CAPEHART. Let me ask you this: Ifa war started tomorrow, 
if some nation attacked us tomorrow, or if we were attacked at some 
other point in the world and it required our retaliation immediately, 
would you then be in favor of calling in these WOC’s? 

Mr. Cetier. Yes; I am afraid it would be necessary. I said I 
would in the actual emergency. 

Senator Capenart. Then why are you not in favor of calling them 
in prior to that and teaching them and getting them organized and have 
the whole business set up, so that when this emergency strikes we 
could immediately move? 

Mr. Cetuier. They do not need any teaching, Senator. They do 
not need any teaching. You do not need any charts to tell them what 
they want. I am in this position: I feel the advantages are far out- 
weighed by the disadvantages and the selfish motives that unfortu- 
nately operate in the minds of many people. 

Senator CapeHnarT. Is anyone in a better position to be selfish than 
a paid Government employee who may want to secure a job in the 
future with some business concern? 

Mr. Ceuuer. If he is going to do something wrong and if he is a 
paid official, we can get after him. 

Senator Capenart. You recognize that any employee of the Gov- 
ernment, whether he be a WOC or highly paid is in a position to have 
certain information and facts that other people do not have, and use 
that to his advantage by passing it on to other people. But I am 
wondering if the paid fellow is any more virtuous than the WOC. 

Mr. Cre.uer. No, he is not more virtuous, but there are certain 
restraints, and he can be punished more readily. You must remember 
this, Senator: There is what is known as a dual loyalty ina WOC. He 
has a loyalty to the Government because he occupies an appointive 
position in the Department for which he works. He also has a loyalty 
to his private employer who continues to pay his salary. Which comes 
first? Now, undoubtedly there are many patriotic men and they 
put the Government first. 

Senator CarenArt. In other words, as I get your position, you are 
just as much in favor as I am of preparedness? 

Mr. Cetter. Right. 

Senator CapeHArtT. You want to see us work out all these things in 
advance, so that if we go to war we know exactly what we are going 
to do in every detail; but you want to do it with folly 100- perc ent paid 
Government employees rather than any WOC or Reserves? 

Mr. Cetuer. If we can; and if we cannot, han we have no choice 
and we have to draw on the WOC’s. We did that before, and we did 
it rather successfully. But I do not want willy-nilly to grab in all 
these WOC’s, put them in a reserve, and freeze them in, as it were. 
We may not need them. Half of them probably will be never called 
on. Yet they have an entree which is dangerous. 

Senator Capenart. These WOC’s make no policies. They do not 
make policies. They are just advisers. What is to keep the Seeretary 
of Defense or Secretary of Commerce from consulting with them with- 
out calling them WOC’s? 





152 DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


Mr. Cetier. You do not mean to say that that is a limitation of 
their activities. 

Senator CarpeHart. Well, they certainly do not make policies, do 
they? 

Mr. Cetuier. They most certainly do. 

Senator CapgeHart. They certainly do not enter into contracts. 

Mr. Cruiser. I read to you that Secretary Weeks invited them in 
to operate as the heads of divisions. That certainly is policymaking. 
Of course it is. I read that to you. 

In addition to the industry advisory committees, manufacturers are providing 
keymen from their organizations to act as directors of the divisions and to act as 
consultants. 

They certainly affect policy there. 

Senator Capenart. He could consult with them anyway. 

Mr. Creiuer. He can consult with them, but I would want a con- 
sultation without having any title and a position as a Government 
employee. 

Senator CaPEHART. You know, I have been here 11 years—you 
have been here much longer than I—and I went through the OPS 
business in World War II. I remember the great argument that was 
always put up and the great fight that was always put up by the 
liberals that we had to bring in advisory committees from industry. 
That we did not want the Government dictating, that they had to be 
brought in and consulted. That was one of the great talking points 
in those days by the liberals—that we would not have a dictator, 
that you have to bring all these industry men in and they must appoint 
committees and advise and consult. That I remember, and so do you. 

Mr. CeLutEr. My recollection is a little different from yours. I 
do not think it was the liberals that were so avid to bring them in. 
It was the businessmen. 

Senator Doue.ias. You say it was infiltration from the right, Con- 
gressman Celler? 

Mr. Cetier. I think it was. Certainly there may have been some 
liberals—I do not know—but it was the businessmen who wanted to 
do it. 

Senator CapEHART. What you are trying to avoid, as we are all 
trying to avoid, is that no one as a result of Government employment 
gets an advantage over someone that is not a Government employee. 
| agree with that principle. I do not know how you are going to get 
honesty in Government as long as you have got human beings to deal 
with, because human nature being such as it is, you are going to get 
bad apples every so often. 

Mr. Cretier. Let me read this, if I may, in connection with your 
observation as to whether these WOC’s were in positions to influence 
policy. I am reading from House Report 1217 of the Judiciary 
Committee of the House pursuant to House Resolution 95, of the 
82d Congress, 1st session: 


Utilization of WOC personnel to staff defense agencies during the present 
emergency—— 


that is the Korean emergency— 


period has been extensive. As of September 1, 1951, 12 defense departments had 
on their rolls 876 WOC’s. Many of these WOC’s occupied very important 
pens positions throughout the various defense bureaus. In the Petro- 
leum Administration for Defense, for example, WOC’s were at the head of 12 
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livisions having operations services responsibility, as compared to 2 such 
livisions whose directors were paid Government personnel. 

The names of these officials, their policy making positions in the 
mobilization agencies, and the large companies who paid their salaries 
are noted in the excerpts from House Report 1217 which I placed in 
the record, supra, p. 135. 

Senator CaPpeHart. Was this in World War II? 

Mr. Ceuier. The Korean conflict. 

Senator CaPpEHAR?T. The present administration is trying to clean 
it up, but the past administrations taught us so many bad habits. 

Senator Douauas. I have a list here of the directors of the various 
divisions under the present administration, which goes far beyond 
any similar practice under previous administrations, and as I have 
said the Democrats at times were infiltrated by the right on these 
matters. 

Senator CAPEHART. You have been very helpful to us, Congress- 
man Celler. You certainly bring out a problem, and I think every- 
body is aware of it. How best to handle_it is another question, 

Senator Douauas. Thank you very much. 

The next witness is Mr. Charles F. Honeywell, Administrator of 
the Business and Defense Services Administration. Will you proceed, 
sir. 


STATEMENT OF CHARLES F. HONEYWELL, ADMINISTRATOR, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Mr. Honryweuu. I am Charles F. Honeywell, Administrator of 


the Business and Defense Services Administration. 

The Department of Commerce values this opportunity to present 
its views on extending the Defense Production Act and on the bills 
which have been introduced for that purpose, S. 2163 and S. 2165. 

Since the Defense Production Act was passed in 1950 the Depart- 
ment of Commerce has been responsible to a major degree for opera- 
tions under the act affecting by far the largest segment of American 
industry. These activities, and the legal authority upon which they 
depend, are vital to the performance by the Secretary of Commerce 
of the broad responsibilities which have been assigned to him by 
the President and by the Director of the Office of Defense Mobiliza- 
tion, both in the area of current defense production and industrial 
mobilization and readiness. Within the Department these activities 
are carried on principally by the Business and Defense Services 
Administration. 

Senator Doveuas. In other words, the Office of Defense Mobiliza- 
tion is the policymaking body of the administration for the activities 
carried on in your branch; is that it? 

Mr. Honeyweuu. By delegation, sir, from the Office of Defense 
Mobilization. 

In addition, functions under the act are performed by other primary 
units of the Department of Commerce within the areas of their special 
responsibility. These units include the Bureau of Foreign Commerce, 
Census Bureau, Civil Aeronautics Administration, Defense Air 
Transportation Administration, Maritime Administration, and Bureau 


of Public Roads. 
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The present substantial military and Atomic Energy Commission 
production and construction programs continue to require an assured 
and uninterrupted flow of numerous materials and products. To 
provide this the Business and Defense Services Administration has 
established and is currently operating a substantially simplified 
materials contro! system based upon the title I (priorities and allo- 
cations) provisions of the act, the defense materials system, known 
as DMS. Althor igh present levels of supply of materials and products 
are generally such that it is not found necessary to resort to civilian 
allocation at this time, the volume of individual instances of delay 
and difficulty in delivery of various items which are brought to our 
attention for special assistance under the act indicates a current need 
for the system and the priorities and allocations powers upon which 
it is based. 

The Department of Commerce also plays a significant role in the 
administration of title III of the act, which provides the authority for 
needed expansion of productive capacity and supply. Various units 
of the Department maintain constant touch, and indeed make special 
studies as required, of available production capacity to meet mobiliza- 
tion requirements for the products of those industries which lie within 
their respective areas of assigned responsibility and technical com- 
petence. The information thus at hand forms the basis of recom- 
mendations and advice by this Department to the Director of the 
Office of Defense Mobilization with respect to proposed actions by 
the Government in exercise of the expansion powers under the act. 

Senator Dovetas. Then I assume from this that your Department 
makes the recommendations on tax amortization to the Office of 
Defense Mobilization. 

Mr. Honrywe tt. In the areas which have been delegated to us 
yes, sir. 

Senator Douetas. Are those recommendations generally followed? 

Mr. Honeywe tu. In most cases they are followed, but they are 
finally reviewed at the Office of Defense Mobilization. 

Senator Dovetas. I mean, generally they accept your recommenda- 
tions? 

Mr. Honryweuu. Yes, sir; unless they have knowledge that we 
were not acquainted with. 

We would emphasize to the committee the desirability of continuing 
in foree the framework of powers and authorities of the President 
provided in the Defense Production Act as presently in effect. We 
urge this not alone from the standpoint of the support thus afforded 
to present military and atomic-energy programs but also as a matter 
of reasonable prudence virtually dictated by the world situation which 
confronts this country at this time. It is essential that we be pre- 
pared to move rapidly and vigorously to meet problems related to our 
national security as they arise. Should a military crisis confront us, 
we dare not count as available to us the time which recent experience 
has shown would be required to convert our industry from peacetime 
to wartime objectives. This consideration has figured prominently 
in the decision to keep in existence a functioning materials control] 
system, and indeed the present Defense Materials System to which | 
referred earlier was especially designed to enable rapid industrial 
mobilization in the event of war. The expansion authority provided 
in title IIT enables timely corrective action to be taken as deficiencies 
in our production capacity and materials supply appear. 


’ 
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Referring now to the 2 bills, S. 2163 and S. 2165, which I under- 
stand are before the committee for consideration, we note that S. 2163 
provides principally for a simple 2-year extension of the act to June 
30, 1957. S. 2165, however, incorporates in addition several proposed 
amendments: (1) An expanded statement of the purpose of the act 
to expressly include the development and execution of preparedness 
programs designed to reduce the time required to mobilize in the 
event of an attack on this country; (2) authority to make provision 
for development of substitutes for strategic and critical materials; 
(3) authority in the interest of national defense to extend the effective 
period of voluntary agreements; and (4) authority to establish and 
train a nucleus reserve of executives for service in Government in time 
of emergency. These features have been recommended by this 
administration, and from our experience over the past 2 years we 
would say that their desirability has been amply demonstrated. 
Accordingly, we find S. 2165, which incorporates these features, 
preferable to S. 2163, which does not contain them. 

In view of the imminence of June 30, next, when the present act 
will expire and the administrative difficulties which might arise were 
the act to lapse even for a short period, we recommend early and 
favorable action extending the Defense Production Act in the manner 
proposed in 8. 2165. 

Senator Dovetas. Thank you very much, Mr. Honeywell. I will 
place in the record now a letter from Secretary Weeks to Senator 
Fulbright, at this very point. 

(The letter referred to follows:) 


THE SECRETARY OF COMMERCE, 
Washinaton. D. C.. June 21, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This is in reply to your committee’s request of June 8, 
1955, for the comments of the Department of Commerce on two bills (8. 2163 and 
S. 2165) relating to the extension of the Defense Production Act. 

As you know, under current Executive orders the Department of Commerce 
bears a major responsibility for operations under this act as it affects the largest 
segment of American industry. tts duties are performed principally through the 
Business and Defense Services Administration (BDSA), the Maritime Adminis- 
tration, and the Defense Air Transportation Administration (DATA). 

Before discussing the respective merits of the two bills in question, we would 
like to emphasize the desirability of continuing in effect the framework of powers 
and authorities of the President provided in the Defense Production Act as 
presently in force. The world situation facing our country in this period of its 
history requires that we be prepared to move rapidly and vigorously to meet 
problems related to our national security as they arise. Experience has shown 
that to convert our industry from peacetime to wartime objectives consumes 
valuable time which indeed we dare not count upon should a military crisis 
confront us in the future. 

Accordingly, as a measure of ordinary prudence and readiness there has been 
kept in existence a functioning material controls system founded upon the current 
Defense Production Act:powers. This system, known as the Defense Materials 
System (DMS), while presently limited in its operations to assuring delivery of 
materials needed to fulfill military and atomic-energy production and construction 
programs is nevertheless especially designed to enable rapid industrial mobilization 
in ease of war. In addition, as intensified studies of the mobilization problems 
under changing technological conditions reveal deficiencies in our material supply 
and production capacity, the authority provided in the Defense Production Act 
permits timely corrective action to be taken. 

8. 2163 provides principally for a simple 2-year extension of the act to June 30, 
1957. S. 2165, however, incorporates in addition several proposed amendments: 
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(1) an expanded statement of the purpose of the act to expressly include the 
development and execution of preparedness programs designed to reduce the time 
required to mobilize in the event of an attack on this country; (2) authority to 
make provision for development of substitutes for strategic and critical materials; 
(3) authority in the interest of national defense to extend the effective period of 
voluntarv agreements, and (4) authority to establish and train a nucleus reserve 
of executives for service in Government in time of emergency. These features 
have been recommended bv this administration, and based on our experience over 
the past 2 years their desirability has been amply demonstrated. Accordingly, 
we prefer S. 2165 to S. 2163. 

We strongly urge that the Committee report favorably on 8. 2165. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this report to your committee. 

Sincerely yours, j 
Srnctaink Weeks, Secretary of Commerce. 

Senator Dovetas. I would like to address myself first to the ques- 
tion of the WOC’s, those serving without compensation from the 
Government, and therefore, presumably on private salary. 

Are you a WOC yourself? 

Mr. Honreywe tt. No, sir. 

Senator Douaias. How many divisions do you have? 

Mr. Honeywe vu. Twenty-five industry divisions. 

Senator Dovetas. Twenty-five industry divisions. And you have 
a staff which assists you? 

Mr. Honeyrwetu. May I amplify that, sir? There are approxi- 
mately 350 employees in these 25 industry divisions. 

Senator Dovatas. I understand. 

Mr. Honrywe tu. And there are approximately 100 staff personnel 
in BDSA. 

Senator Douatas. From these divisions come the recommendations 
on priorities and also the recommendations for tax amortization? 

Mr. Honerwe tu. That is right, sir. 

Senator Dovatas. Do you follow the practice laid down in Execu- 
tive Order 10182 that you should first try to make your appointments 
from permanent employees? 

Mr. Honrnywewu. We have only 14 directors of the 25 divisions 
who are WOC’s. 

Senator Dovetas. My question is whether you first try to make 
appointments from permanent employees of the Government as 
provided in section 301 of Executive Order 10182. 

Mr. Honrywetu. We have attempted to get capable people with 
industry background and knowledge to take those positions per- 
manently. 

Senator Douatas. What? 

Mr. Honrywe tt. I say we have attempted to get people qualified 
with industry background. 

Senator Dovatas. From within the Department of Commerce? 

Mr. Honeywe uu. That is right, sir. 

Senator Doveuas. I have here a list which purports to be impor- 
tant employees of your administration serving without compensation 
from the Government. I would appreciate it if you would check 
with me to see if it is accurate. 

How many assistant administrators do you have? 

Mr. Honrywetu. We have three, sir. 

Senator Dovetas. According to my list, Assistant Administrator 
Stanley F, Damkroger is serving without compensation. His posi- 
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tion is that of general commercial manager, Pacific Telephone & 
Telegraph Co., Seattle, Wash. 

Mr. HoneyweE.u. That is right, sir. 

Senator Dovuaetas. Second, Assistant Administrator Russell C. 
Flom, director of pulp, paper and paperboard sales, Marathon Corp., 
Menasha, Wis. 

Mr. HoneyweE Lu. That is correct. 

Senator Dovuauias. Third, Assistant Administrator Arthur W. 
Winston, assistant manager, magnesium department, Dow Chemical 
Co., Midland, Mich. 

Is that correct? 

Mr. Honeywe.u. That is correct, sir. 

Senator Douactas. In the Aluminum and Magnesium Division, the 
Director is Harold C. Erskine, assistant general manager, castings 
division, Aluminum Corp. of America, Pittsburgh, Pa. 

Deputy Director Henry A. Frutig, vice president and assistant 
general manager, Aluminum & Magnesium, Inc., Sandusky, Ohio. 
They are serving without compensation? 

Mr. Honeywe.u. Yes. 

Senator Doveias. Automotive Division, Director, Joseph W. 
Eskridge, vice president in charge of manufacturing, Hudson Special 
Products Division, American Motors Corp., Detroit, Mich., is serving 
without compensation; is that correct? 

Mr. HoNnEYWELL. Yes, sir. 

Senator CapEHAaRT. Your answer was yes to every one of these? 

Mr. Honrywe t. If I have exactly the same list. I believe this is 
a carbon copy of the list which was given to you yesterday, sir. 

Senator Dovatas. The source is not identified on the list that I 
have, so I wanted to make sure I was correct. 

Mr. Honeywe tw. Every one of these on the first page that you have 
named. 

Senator Dovaias. Chemical and Rubber Division: Director 
Herbert W. Bertine, assistant to president, General Chemical Division, 
Allied Chemical & Dye Corp., New York, N. Y. 

Mr. Honrywe.t. Yes, sir. 

Senator DoueLas. Communications Equipment Division: Director 
Hugh A. Barnhart, president, Rochester Telephone Co., Rochester, 
Ind.; president, Barnhart, VanTrump Co., Rochester, Ind.; director, 
Public Service Co. of Indiana, Inc., Plainfield, Ind. 

T understand the answer is ‘“‘Yes”’ unless you state to the contrary. 

Mr. HonryYwELu. Yes, sir. 

Senator Doveias. Containers and Packaging Division: Deputy 
Director Norval W. Postweiler, special assistant to manager, sales 
engineer, Riegel Paper Co. , New York, N. Y. 

C opper Division: Director George E. Peterson, assistant to president, 
Simplex Wire & Cable Co., Cambridge, Mass. 

Electrical Equipment Division: Director Raymond O. Bell, man- 
ager, substation section, Allis-Chalmers Manufacturing Co., Mil- 
waukee, Wis. 

Food Industries Division, Director John S. Vander Heide, president, 
Holland-American Wafer Co., Grand Rapids, Mich. 

Forest Products Division, Director Frederick C. Talbot, Jr., 
assistant Atlantic coast manager, Lumber Division, Pope & Talbot, 
Ine., New York, N. Y. 
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Do I understand there is a vacancy in the General Components 
Division? 

Mr. HoneyweE.u. That is correct. 

Senator Doueias. Who was there? 

Mr. Honrywe.t. Clarence R. Burrell. 

Senator Doua.ias. Was he a WOC? 

Mr. Honrywe.u. He was a WOC. I cannot give you offhand his 
company background. 

Senator Doucias. General Industrial Equipment Division, Direc- 
tor William H. Thomas, manager, Government sales, Air Products, 
Inc., Allentown, Pa. 

Then, you have the Iron and Steel Division subdivided into 
branches. 

Mr. Honrywe tt. That is right. 

Senator Dovaetas. Director, Thomas J. Moore, Jr., general man- 
ager, Brainard Steel Division, Sharon Steel Corp., Warren, Ohio. 

Mr. HonreyweE ut. Yes. 

Senator Doua.as. Chief, Ferro-Alloys Branch, Floyd E. Paul, 
consultant, Allegheny Ludlum Steel Corp. of Pittsburgh, Pa., Fern- 
dale, Mich. 

Mr. HonryweE ut. Paul E. Floyd, sir. 

Senator Dovuatas. I beg your pardon. 

Commodity industrial specialist on metals-ferroalloys, Howard M. 
German, metallurgical assistant to president, Driver Harris Co., 
Harrison, N. J. 

Mr. Honreywe ut. Yes. 

Senator Dova.as. He is not Chief of the Branch? 

Mr. Honeywe.u. No, sir; he is a specialist in that particular 
commodity. 

Senator Dovenas. Chief, Carbon and Alloy Semi-Finished Rail, 
Structural Bars, Wire and Forgings Branch, Roger E. Graves, sales 
representative, Bethlehem Steel Co., Detroit, Mich. 

Mr. Honrywe tu. Yes, sir. 

Senator Dovetas. Chief, Castings Branch, Glenn R. Hughes, as- 
sistant sales manager, Ohio Steel Foundry Co., Springfield, Ohio. 

Mr. Honeywe .t. Yes, sir. 

Senator Dovetas. Chief, Stainless, Hi-Temperature and Tool Steel 
Branch, Elmer L. La Grelius, research metallurgist, Eastern Stainless 
Steel Corp., Baltimore, Md. 

Mr. HoneYwe tu. Yes, sir. 

Senator Dovuatas. Chief, Business Research and Analysis Branch, 
John A. Hunter, Jr., manager, commercial research, Tennessee Coal & 
Iron Division, United States Steel Corp., Fairfield, Ala. 

Mr. Honeywe.t. Yes, sir. 

Senator Dovetas. Chief, Carbon and Alloy Flat Rolled and Tubu- 
lar Products Branch, Benjamin G. Wisner, assistant manager, tin 
plate sales, Kaiser Steel Corp., Oakland, Calif. 

Mr. Honryrwe tu. That is right. 

Senator Dovetas. Then, the Metalworking Equipment Division. 
Director, Ralph R. Baldenhofer, executive vice president and treas- 
urer, Thompson Grinder Co., Springfield, Ohio. 

Mr. Honreywe.u. Yes. 

Senator Dovetas. Chief, Facilities, Distribution and Inventory 
Branch, Albert F. Polk, vice chairman, the Sheffield Corp., Dayton, 
Ohio. 
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Mr. Honrywe.t. Yes. 

Senator Douetas. Power Equipment Division, Director, William 
M. Firshing, executive assistant, Babcock & Wilcox Co., New York, 
N. Y. 

Scientific, Motion Picture, and Photographic Products Division, 
Deputy Director, Thomas 5. Mohr, administrative assistant to presi- 
dent, Taylor Instrument Cos., Rochester, N. Y. 

Mr. Honryrwe tu. That is right. 

Senator Dovaetas. Shipbuilding, Railroad, Ordnance, and Aircraft 
Division, Director, Walter J. Curley, vice president, General American 
Transportation Corp., Pittsburgh, Pa. 

Water and Sewerage Industry and Utilities Division, Director, 
Charles W. Krause, New York City district manager, Neptune Meter 
Co., New York, N. Y. 

Mr. Honeywe tu. Yes, sir. 

Senator Dovenas. Thank you very much, Mr. Honeywell. 

Well, now, are you a little bit worried about the conflict of interest 
problem in connection with these gentlemen? 

Mr. Honrywe.u. We have but one area in which we believe there 
could be considered to be a conflict of interest, and that is in this 
tax amortization program. 

Senator Dovetas. That is the most important thing that you do. 

Mr. Honeywe wu. That is correct, sir. Well, that is the most 
important in relation to possible conflict of interest, if I may add that. 
All WOC’s, in whatever capacity, are disqualified from acting on any 
tax-amortization request. 

Senator Dovatas. Well now, the majority of these divisions are 
headed by WOC’s. 

Mr. Honeyrwe wu. That is correct, sir. 

Senator Dovetas. All three of your Assistant Administrators are 
WOC’s. What happens? Do you have to pass on those things 
yourself? 

Mr. Honerwe.u. Every WOC director is supported by a career 
deputy director. He takes the full responsibility for preparing the 
case. As it comes up for final appproval it also comes through two 
additional career men, Mr. William White, Assistant Deputy Adminis- 
trator, and Mr. Horace B. McCoy, Deputy Administrator, and myself 
before final approval, and it is forwarded toODM. The three Assistant 
Administrators who are WOC’s take no part in the development of 
the tax amortization recommendations. 

Senator Dovetas. But the Deputy Directors who are not WOC’s 
are serving under directors who are WOC’s. 

Mr. Honrywe.t. That is correct, sir. 

Senator Dovetas. When I was in the military service, I found that 
the lieutenant generally did what the captain wanted. 

Mr. Honeyrwe.t. All I am attempting to say to you, sir, is we 
have anticipated this could be an area of conflict of interest, and we 
have taken official steps to eliminate direct participation in a recom- 
mendation. 


Senator Dovetas. You mean you have taken steps to try to reduce 
it 


Mr. Honeywe.t. Very well, sir. 
Senator Douaias. You are aware of the fact, are you not, that the 
first principle of legal ethics is you cannot serve conflicting interests? 
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Mr. Honreywe vt. That is correct, sir. 

Senator Dovetas. When you represent one side of a contract, you 
should not be taking pay from a person on the other side. 

May I ask this question about the antitrust recommendation. Do 
you join in this reeommendation and agree with the exemption from 
antitrust suits for 20 years? 

Mr. Honeywe tu. Mr. Chairman, I do not know the background 
as to how the recommendation for 20 years was put into this. The 
Business and Defense Services Administration was not consulted in 
that matter. 

Senator Dovetas. It is very curious about this matter. Nobody 
seems to recommend it, yet it is there. You say you did not recom- 
mend it; Mr. Flemming says he did not recommend it—— 

Senator Capenart. Oh, yes; he did. Mr. Flemming took full and 
utter responsibility for the 20 years. 

Senator Dovetas. Now we find the mother of the child. If we 
could find the father it would be very interesting. I think it is an 
illegitimate child myself. 

I think, since you are an official of the Department of Commerce, 
it is unfair to grill you on some matter in which your private views 
might differ from those of the Secretary. I do not know what your 
views are, but I wish we could deal with the Secretary and see whether 
he has the facts. 

Mr. Honeywell, does your administration handle the question of 
expansion of industries? 

Mr. HoneYwe Lt. Yes. 

Senator Dovetas. Does it handle among others the expansion of 
the aluminum industry? 

Mr. Honeywe Lt. Yes, sir. 

Senator Dovetas. Was it your Division that made the recom- 
mendation in 1954 that there was no need for aluminum expansion? 

Mr. Honeywe tu. Yes, sir. 

Senator Doveias. How soon after your recommendation was made 
did the present shortage appear which has made it necessary to keep 
aluminum from going into the stockpile? 

Mr. Honnywe tu. [ would estimate that there is from 9 months to 
a year’s spread between the 2 times. 

Senator Dovetas. We all make mistakes sometimes. Even 
Senators make mistakes. Looking back on this, would you say this 
was a mistake on your part? 

Mr. Honreywe tt. I would not call it a mistake, sir, in relation to 
the economic conditions at the time that that recommendation was 
made. 

Senator Dovetas. But it did result in slowing up the production 
of aluminum and did impede the building up of the stockpile. 

Mr. Honreywe tt. In the year 1954 the stockpile was not impeded 
in its growth. 

Senator Dovetas. Because you did not get expansion in 1954, 
you could not build the stockpile up in 1955 or 1956 as would other- 
wise have been the case. 

Mr. Honeywe.u. That is correct, sir. 

Senator Dove as. Then since there has developed a shortage of 
aluminum, the stockpile has been reduced and small business has 
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suffered because of the practices of some companies in not making 
this available. 

I think those are all the questions I have. 

Senator Capenart. I do not think I have any questions. I 
presume you do not have any thoughts as to whe ther the immunity 
provision should be longer than the extension of the act or whether 
it should be 5 years or 10 or 15 or 20. 

Mr. Honeywe.u. Senator Capehart, I am not aware of the reason 
back of the 20 years; therefore, 1 would not be in a position to express 
an opinion. 

Senator CapeHnart. But you recommend that immunity be given 
in limited cases for the duration of the act or the duration of the 
contract for which the immunity is given? 

Mr. Honeywe tu. Oh, certainly. I would feel that that would be 
the minimum immunity that would be required. 

Senator CapeHart. You do recommend the Reserve system that 
is called for in the bill? 

Mr. Honrywe.tu. The WOC program? 

Senator CapEHartT. Yes. 

Mr. Honrywe.t. I very strongly urge the continuation of that 
program, Without the continuation of that program, the existing 
reserves of men with experience will rapidly be depleted through the 
years. 

Senator Doucias. Why do you need legislative support for this 
program? You can do it by just ordinary administrative practices 
in the departments of your administration. Why do you need to 
formalize it by legislation? 

Mr. Honreywe ut. Mr. Chairman, this request comes from the Office 
of Defense Mobilization. It does not have a Reserve group. In 
BDSA we already have a substantial list of people who have previously 
served in World War II, Korea, and BDSA. 

Senator CapeHnart. I think ODM would have authority to do it, 
but it is in line with President Eisenhower’s policy to be perfectly 
frank and honest with the Congress and tell them what they are doing, 
and, if possible, get resolutions, and if possible make it part of the act 
so the Congress knows exactly what they are doing. I think that is 
the reason it was put in here. 

Mr. Honeyweu. We have considered that the act authorized our 
continuation of our WOC program and the maintenance of the 
Reserve created thereby. 

Senator Douae.ias. Thank you very much, Mr. Honeywell. 

Mr. Honrerwetu. Thank you, sir. 

Senator Dovaias. We hope when the aluminum industry comes up 
again you have a more substantive idea about the demands for light 
ferro-alloy metals. 

Mr. Honeywe tu. We are in it up to our ears right now, sir. 

Senator Douanas. Yes. Thank you very much. 

Mr. Lanphier, in order to reduce the pressure on your time we would 
be very glad to hear you now so you will not have to come back. 

Off the record. 

(Discussion off the record.) 

Senator Doue.ias. Go ahead, Mr. Lanphier. 
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STATEMENT OF ROBERT C. LANPHIER, JR., DEPUTY ASSISTANT 
SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS) 


Mr. Lanputer. Mr. Chairman and members of the subcommittee, 
I am Robert C. Lanphier, Jr., Deputy Assistant Secretary of Defense 
for Supply and Logistics. 

The Department of Defense appreciates the opportunity to express 
its views on 8. 2163 and 8. 2165, bills to amend and extend the Defense 
Production Act of 1950. 

The Department of Defense strongly supports the objectives of both 
bills but favors the enactment of S. 2165 because of its additional 
provisions. 

The Department of Defense recommends that the existing provisions 
of the Defense Production Act of 1950, as amended, be extended for 
a period of at least 2 years beyond the date of June 30, 1955; now set 
for their expiration. In our opinion, international tensions will un- 
questionably require the further improvement and maintenance of a 
substantial national defense program for some years to come. We 
feel that to achieve this objective, extension of the Defense Produc- 
tion Act for at least 2 years is essential to assure our ability to meet 
both current military production requirements and mobilization needs. 

Title I of the act provides the statutory basis for the continuation 
of priorities and allocations which is necessary for retention of the 
limited defense materials system and preference rating system as a 
mobilization readiness measure. This has the strong support of the 
Department of Defense. While there is diminished need for this 
authority for current procurement, there still remain areas where 
harmful delays might occur without the benefit of this authority. 
It is still necessary to resort to the use of production directives in 
addition to priority ratings in order to maintain important production 
programs on schedule. The matter of identification of military and 
AEC orders, an integral part of the present priorities system, is 
extremely important since it constitutes substantial protection where 
there is any serious shortage, such as in nickel, or in the event of any 
development such as a strike which might cause a shortage in a 
particular plant or industry. 

The military departments have taken measures to insure the 
retention of a nucleus of trained personnel to carry out present 
priorities and allocations operations. Under this plan any disruption 
caused by organizational changes and personnel rotation is kept to a 
minimum and a nucleus of trained personnel is assured which may be 
quickly expanded in the event of mobilization. The armed services 
procurement regulation has been amended to support the priorities 
and allocations system as Department of Defense policy, and to 
require contractors to comply. Continuation of the present authority 
for mobilization purposes is vital. 

Title ITT provides the legal basis for various methods most important 
in aiding the expansion and maintenance of production capacity and 
supply. A major concern to this Department is the power to guaran- 
tee loans to assist and expedite national defense production. As of 
March 31, 1955, loan guaranties of the Army, Navy, and Air Force 
were in force on credits of about $601.5 million of which approximately 
$350.7 million was actually outstanding and in use. It is clear that 
the need for these guaranteed loans will continue. 
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While section 302 of title III providing for direct Government loans 
to defense contractors may be essential for present programs, its 
retention is considered advisable in the event of changed conditions. 

While falling more within the direct responsibility of the Office of 
Defense Mobilization, we believe it important to seek extension of the 
authority of title III regarding the stimulation of development, 
expansion, and maintenance of adequate supplies and sources of supply 
of minerals and other critical materials. In this connection, it is 
believed that the enactment of the amendment to section 303, con- 
tained in S. 2165, authorizing development of substitutes for strategic 
and critical materials would be an important aid to obtaining, to the 
greatest degree possible, self-sufficiency for needed defense items. 

It is important that title VII be extended. Aside from the fact 
that it contains many general provisions incidental or necessary to 
the effective implementation of titles I and III, it also contains 
specific authorizations to assist defense production which the Depart- 
ment believes must be continued. 

The extension of section 708 is considered of extreme importance. 
This section provides certain exemptions from antitrust laws to mem- 
bers of industry participating in voluntary agreements in connection 
with matters of defense production. These agreements permit man- 
ufacturers to exchange production techniques and know-how which 
are in furtherance of the interests of the United States. Many indus- 
trial integration or production committees have already been estab- 
lished by the military departments under section 708, with the ap- 
proval of the Department of Justice. For example, the Air Force now 
has functioning integrating committees in connection with the pro- 
duction of B-47, F-84, and J—47 aircraft. Although the latter com- 
mittees are in the process of terminating their activities, it is believed 
that additional Air Force committees will be needed. The Navy 
participates in several integration committees including those concern- 
ing guided missiles and fire control equipment. In the Ordnance 
Corps, Department of the Army, a total of 19 integrating committees 
has been established since the enactment of the Defense Production 
Act of 1950. The powers under section 708 are very valuable, not 
only in expediting production, but in achieving the maximum results 
from the expenditure of our defense dollars. In view of the demon- 
strated importance of the authority provided by section 708, the 
Department of Defense also urges enactment of legislation which 
would authorize the President, in appropriate cases, to continue 
agreements and programs initiated thereunder for an appropriate 
period of time beyond the expiration of the section. 

The Department of Defense also considers the extension of section 
710 to be important and necessary. Subsections 710 (b), (c), and 
(d) relate to the employment of experts and consultants and contain 
exemption from certain of the conflict-of-interest statutes. These 
exemptions make it possible to secure the services of persons of out- 
standing qualifications who would otherwise be precluded from serving. 
Furthermore, under authority of section 710 (b), persons may be 
employed on a WOC basis and not be limited to purely advisory or 
consultative services. These persons may be used in positions of 
administrative responsibility and this authority has been used in some 
instances to obtain the services of outstanding industrialists in imtial 
stages of implementing major programs. In this connection, the 
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Department of Defense strongly recommends enactment of the pro- 
vision of S. 2165 which would establish a nucleus executive reserve. 
It is believed that that authority would be of invaluable assistance 
in providing key personnel in essential positions during any emergency. 

In view of the foregoing, the Department of Defense strongly 
urges the enactment of S. 2165. 

Senator Dovueias. Thank you very much, Mr. Lanphier. 

| nF it, then, from your statements on the bottom of page 3 and 
page 4, that your department accepts at least partial responsibility 
for ihe proposal to exempt the firms entering into such agreements 
for 20 years. 

Mr. Lanpurer. Whether the 20 years is the time required I do not 
know. That matter was not discussed as to the length of time. 
There are undoubtedly some items where, as was stated in Dr. Flem- 
ming’s testimony, peculiar circumstances might go beyond the period 
of the act. 

Senator Doveias. Would you be satisfied in general with an 
extension merely for the period the act is extended? 

Mr. Lanpuier. In general, our special committees have to do with 
particular items like we have enumerated here, the J-47 or the F-84. 

Senator Doveuas. That is, they are production and technical in 
your department. 

Mr. Lanpurer. That is right. 

Senator DovuG.ias. As distinguished from public policy issues and 
economic matters 

Mr. Lanpurer. That is right. 

Senator Dovuetas. In the Office of Defense Mobilization and De- 
partment of Commerce. 

Mr. Lanpurer. They are entirely restricted to the exchange of 
technical know-how. It could be we were continuing the manufac- 
ture of an item like the B-—52 after the act had expired, and it still 
might be to the benefit of the Government to continue this exchange 
of technical know-how as long as the B—52 was manufactured. 

Senator Dovueias. You could deal with that as the issue came up. 

Mr. Lanpurer. I think it might be possible, yes. 

Senator Doveias. You recommend hiring people on a WOC basis. 
| think you have a very responsible position in private industry, and 
| hope a very well-paid one. You gave that up to come down here. 

Mr. LAnpurer. Yes, sir. 

Senator Dovetas. Your salary is about $14,000? 

Mr. LAnputer. Yes, sir. 

Senator Douetias. Well, do you not think other people could do 
that? You made a sacrifice to come down here and serve. You 
have severed your connections with your private business in Illinois. 

Mr. Lanpurer. Whether others can or not I think varies with 
individual circumstances. 

Senator Dovetas. I want to commend you for coming here. I 
want to make that clear. It is very fine. The fact that you and 
others do it raises the question as to whether it has not got a much 
wider application, if we could not also get more assistant secretaries or 
deputy assistant secretaries in various departments. Do you not 
think that there is a general desire on the part of men to serve their 
Government? 















DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 165 


Mr. Lanputer. I do not know, sir. I know I am impressed more 
than anything with the manhunt here. It is probably the most 
important job that the heads of our agencies have, and they are con- 
stantly trying to get men to come and participate in the Government. 
I hear that every day. 

Senator Dove.as. Well, that may be fine, but the question is 
whether the labor is not worthy of its hire, and, if the men come, 
whether they should not be paid for it. 

Mr. Lanpuier. Our use of WOC’s is very restricted in the Depart- 
ment of Defense. Where we have used it, it has been frequently for 


short periods of time in initiating a new program, rather than on a long- 
continuing basis. 


Senator Douatas. I recognize your problems in the Department of 
Defense are different from those in the Department of Commerce. 
You are not taking in other people’s washing and trying to speak 
about their impressions and their problems. 

Well, thank you very much. 

I think that does away with the necessity for an afternoon session. 

I would like to put into the record a telegram from Mr. Markley 
of the Ford Motor Co., and a letter from Mr. George R. Boyes, 


chairman of the committee on Federal legislation of the American 
Bankers Association. 


(The letter referred to follows:) 


Wasuineton, D. C., June 22, 1956. 
MatTTHEew HALtg, 


Counsel Banking and Currency Committee, 
United States Senate, Washington, D. C. 
Re amendment to section 701 (c) of the Defense Production Act proposed by 
Senator Capehart. 

Comparison with current act discloses elimination of date of June 30, 1953, as a 
point in time behind which the Administrator may not go in determining repre- 
sentative period, and the substitution therefor of ‘Preceding the allocation of 
materials.” 

This change could conceivably permit Administrator to go back to 1949 or any 
prior year or years in determining representative period. Surely intent is to use 
the most current representative period possible. Strongly urge reinsertion of 
June 30, 1953, date or clarifying language to require use of most recent repre- 
sentative period immediately preceding any future allocation of materials. 

If latter alternative is preferred, then committee report should clearly show 
that deletion of reference to June 30, 1953, is intended to permit use of base 
period prior to such date only for those materials which have been continuously 
under control since July 1, 1953. 

Comparison with current act also discloses elimination of following guideline 
to Administrator: ‘“The President shall from time to time give effect to the then 
current competitive position of established business measured over a reasonable 
period of time except as the same may result from Government controls under 
this or any other act.’’ This elimination may suggest congressional intent that 
this concept be ignored or is not available for use in any future allocations; this 
concept most important in a dynamic competitive economy and strongly urge 
its retention. : 

Both above changes give unlimited authority to Administrator. Would appre- 
ciate your consideration of reinsertion of clear congressional guidelines for 
administration of act as suggested above. 

R. W. Marg ey, Jr., 
Manager Washington Office, Ford Motor Co. 
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AMERICAN BANKERS ASSOCIATION, 


Washington 5, D. C., June 20, 1955. 
Re S. 2163 and S. 2165. 


The Honorable J. W. Fuusricat, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C 


Dear SENATOR FuLsricnut: As chairman of the committee on Federal legisla- 
tion of the American Bankers Association, I am filing this statement with your 
committee on behalf of the association, urging the continuation of the Defense 
Production Act of 1950, as amended, for 2 more years. 

Under the provisions of section 301 of such act, authority is given to certain 
departments of the Government to guarantee in whole or in part any public or 
private financial institution financing any contractor, subcontractor, or other per- 
son in connection with or in contemplation of the termination, in the interest of 
the national defense, of a Government contract. This financing, known as the 
V-loan program, which was developed with the cooperation of the banking sys- 
tem, also was in effect during World War II and has proved to be an important 
instrumentality aiding in strengthening our national defense and security. It 
has made it possible for contractors and subcontractors with the know-how, 
but in many instances with financial resources limited and out of proportion 
when measured by the size of the contracts handled, to obtain needed financial 
assistance. 

Small-business concerns, in particular, benefited under the V-loan program. 
This means of financing has proved more satisfactory than Government advance 
payments or progress payments, for private financing institutions are in a better 

osition to know the contractor’s financial needs and to supervise his finances. 
t has shifted the burden of such financing and the incidental cost thereof from 
the Government to the private financing institutions. 

The Department of Defense reported a net profit in excess of $19 million on its 
V-loan program, after deducting all expenses and possible losses through April 
30, 1955. 

The guaranty provisions of the V-loan program, as pointed out before, enabled 
the banks of this country to assist the Federal Government to the fullest extent 
in securing the necessary materiel needed for the national defense and security. 
In view of the fact that the present plans of this Government indicate a continued 
need for the production of items essential to our defense, the Defense Production 
Act, including in particular section 301 thereof, should be continued for 2 more 

ears. 
‘ We urge your committee to give favorable consideration to such extension. 
Sincerely yours, 
GrorcE R. Boy es, 
Chairman, Committee on Federal Legislation. 


Senator Dovetas. Here is another voluntary agreement, on turbo- 
jet engines, for the record. 
(The agreement referred to follows:) 


PLAN FOR THE FoRMATION OF A J-—47 PropucTION CoMMITTEE 


1. Need for a committee 


The J—47 turbojet engine is one of the basic Air Force engines. It powers the 
B—47, the most important Air Force medium bomber, and the F-86, one of 
the most important fighters. In addition, it provides supplementary jet power 
for the B—36, the Air Force’s principal heavy bomber. 

The J—47 was developed by General Electric Co. under a research and develop- 
ment contract with the Air Force dating from 1946. At present, General Electric 
is the sole producer of the J-47. About 5,500 J—47’s have already been manufac- 
tured, but Air Force requirements call for 37,000 more. In order to meet these 
requirements and to phase them along with planned airframe production, the 
present rate of J-47 production must be increased 10 times. Additional sources 
of supply are therefore necessary, and. the Air Force has accoraingly determined 
to let prime J-47 production contracts to the Packard Motor Co. and to the 
Studebaker Corp., in addition to the existing General Electric contracts. The Air 
Force has also determined to form a J-47 production committee to assure close 
cooperation and coordination of effort between General Electric, Studebaker 
and Packard. 
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The need for such a committee is apparent from the complexity of the problems 
which will necessarily be encountered by Studebaker and Packard, as well as by 
General Electric, in the production of an engine as complicated as the J—47. 
Although both Packard and Studebaker produced piston aircraft engines in 
World War II, this will be the first experience for both of them with jet production. 
The principle of the jet engine and its production is entirely different from the 

iston engine, and accordingly this World War IT experience will be of little value. 
For example, one of the main problems of the jet is to be found in its very high 
operating temperatures and pressures. This creates all sorts of metallurgical 
problems and calls for the use of special materials which are unique in this field. 
It also calls for very careful workmanship and for great precision in machining 
the various parts and components to the necessary tolerances. 

One of the principal reasons for the formation of a J—47 committee is to be 
found in the need for interchangeability of parts and components and for identity 
between the engines themselves. It is obvious that the efficiency of operating 
and mechanical personnel in remote theaters might be seriously prejudiced if 
there were three separate varieties or versions of the J—47. It is also obvious 
that as a matter of expense as well as efficiency, the Air Force cannot afford to 
maintain stocks of spare parts for versions of the J-47. One of the main func- 
tions of the proposed committee will be to ensure standardization and inter- 
changeability between parts, components, and the engines themselves. 

Another reason for the formation of the committee arises from the fact that 
the J—47 is continually being modified and improved. Great emphasis is being 
laid on increased thrust and upon a reduction in the number of critical materials 
required for production. At the present time, projects are on foot for the incor- 
poration of afterburners and water-alcohol injection systems into the engine. 
And other improvements almost certainly will be made. A production committee 
is essential if the three contractors are to exchange information about improve- 
ments and keep up with developments. 


2. Functions 


One of the principal functions of the J-47 production committee will be to facil- 
itate the exchange of technical information about the J-47 among the three con- 
tractors and among the contractors and the Air Force. At the outset, engineer- 
ing information (including drawings, master layouts, templates, bills of material, 
and other design data and engineering know-how) must pass from General Elec- 
tric to Packard and to Studebaker in order to enable Packard and Studebaker to 
start production. In the later stages, similar information about engineering 
changes and modifications in the design of the J—47, and about changes in manu- 
facturing methods and production techniques, must likewise pass from the Air 
Force down to the contractors and amongst the contractors themselves. During 
both periods the committee will consider what information or engineering assist- 
ance each contractor requires and how it can best be supplied.! The committee 
will determine when and in what manner the actual transfer of technical infor- 
mation and engineering assistance will take place. And besides facilitating the 
exchange of technical information, the committee will consider all technical 
problems that may arise in the course of J~47 production. 

The following, more specifically, are the fields in which the committee will 
operate: 

(i) Changes and modifications.—Large numbers of engineering changes and 
modifications in the design of the J-47 will be necessary. Changes and modifica- 
tions may be suggested either by the Air Force or by one of the contractors. 
They may be required for a wide variety of reasons, including: the correction of 
errors or shortcomings in the design of the J-47; improvements in design, changes 
and improvements in production techniques; maintenance or operational difficul- 
ties encountered in flight tests or in the field; and changes in the strategic or 
tactical use of the aircraft. 

(ii) Tooling, plant layout, and manufacturing methods.—The committee will 
consider problems connected with tooling the various plants for production, the 
proper plant layout, the manufacturing methods to be employed, and similar 


matters bearing upon the efficiency and productive capacity of the three 
contractors. 


1On February 28, 1951, General Electric and Packard entered into a contract entitled “Engineering 
Assistance License Agreement’’, which pertained to the J-47 engine. On June 8, 1951, General Electric and 
Studebaker entered into a similar contract, also entitled ‘“‘“Engineering Assistance License Agreement.’’ 
It will not be a purpose or function of the J-47 production committee to administer these or any other con- 
tracts between the contractors, and the rights and obligations of the parties under such contracts are com- 
pletely outside the scope of this plan, 
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iii) Standardization.—It is obvious that all J-47’s and J—47 spare parts, 
whether produced by General Electric, Packard or Studebaker, must be completely 
standardized and interchangeable. One of the most important functions of the 
committee will be to achieve such standardization and interchangeabilit y so that 
crew members and mechanics in remote theaters can operate and maintain all 
J—47’s as though they were produced on a single assemply line. 

(iv) Scheduling and phasing.—It is important that there be an even flow of 
materials to all assembly lines and proper phasing in the manufacture of all parts, 
components and assemblies. It is also important that engineering changes and 
modifications be made at convenient stages in the assembly process. The com- 
mittee will accordingly consider the production schedules prescribed by the Air 
ae and means for achieving the best possible scheduling and phasing of pro- 
auction, 

v) Shortages.—From time to time, shortages and bottlenecks of various de- 
scriptions will come to the attention of the committee. Shortages are likely to 
occur in raw materials and supplies, in skilled technicians and engineers, in man- 
power generally, and in tools and other production facilities. The committee 
will consider and pass upon all such shortages as they arise. 

vi) Spare parts.—-The committee will study the capacity of the three prime 
contractors and their subcontractors for spare parts production and it will con- 
sider which contractors should be charged with the responsibility for providing 
spares and the respective quantities thereof. 

(vii) Subcontractors.—It is the policy of the Air Force to broaden the procure- 
ment base and to spread subcontracting for the J—-47 project among as many small 
business enterprises as can be done without unduly sacrificing time, quality or 
economy. The committee will accordingly consider means whereby information 
about the requirements of the J—47 project can be widely disseminated among 
potential subcontractors for the purpose of enabling them to obtain subcontracts. 
Likewise, in cases where there is only one source of supply for a particular part, 
component or subassembly, the committee will consider means for establishing 
seco dary or additional sources of supply. Nevertheless, in the interests of 
standardization, interchangeability of parts, quality control, decreased costs and 
the proper scheduling and phasing of deliveries, it may sometimes be necessary 
to provide for the use of common subcontractors, or for the supply of particular 
components or subassemblies by one of the prime contractors to the other two. 
The use of common subcontractors or suppliers will, however, be limited to cases 
in which (a) the committee, with the concurrence of the chairman, directs such 
use; (h) the Air Force directs such use or gives its approval to recommendations 
made by the committee; or (c) the three contractors deal with a common sub- 
contractor or supplier in respect to small, noncritical items in the normal course 
of business and without any concerted action. 

(viii) Quality control.—To ensure high standards of quality, standardization and 
interchangeability, as set forth in section (iii), it will be necessary for the con- 
tractors and the Air Force to maintain constant inspection at the plants of the 
prime contractors and of certain subcontractors. The committee accordingly 
will consider manufacturing and quality control methods and procedures, and to 
avoid confusion and needless duplication of effort, it may designate one of the 
prime contractors to supervise quality control and engineering changes in the 
plant of one or more subcontractors. 


3. Organization 


(a) The J—47 production committee will consist of four members: the Air Force, 
General Electric Co., Packard Motor Co., and Studebaker Corp. Each member 
will have one representative sitting on the committee and an alternate so sit in 
his absence or disability. 

(b) The Air Force representative on the committee will act as chairman. The 
alternate Air Force representative will be deputy chairman and will act as chair- 
man in the event of the absence or disability of the chairman, The chairman will 
be Col. Arthur W. Schmitt, J-47 field project officer, directorate of procurement 
and industrial planning, Air Materiel Command. 

(c) The representatives of General Electric, Packard, and Studebaker will be 
senior employees satisfactory to the Air Force. They will be empowered to 
commit their respective companies. 


4. Meetings 


The committee will conduct its business in office space assigned to or under the 
control of the Air Force and located at Headquarters, Air Materiel Command, or 
such other place as the Air Force may designate. 
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&. Procedure 


(a) The committee’s operations will be carried on under the direction of the 
chairman, or in his absence the deputy chairman. Formal meetings of the com- 
mittee will be called and presided over only by the chairman or the deputy 
chairman. An agenda of each such meeting will be prepared by the chairman 
or deputy chairman and circulated among the members reasonably far in advance 
of the time set for the meeting. Full and complete minutes of every such meeting 
will be kept under the direction of the chairman or deputy chairman. 

(b) It is recognized that the committee will be a working, operating group, 
and will be in close contact with one another at all times. Due to the complex 
nature of the problems involved in the production of the J—47, it will be necessary 
at times for some or all of the members of the committee, or technical employees 
of the members of the committee, to discuss J-“47 production problems or to ex- 
change technical information other than at formal committee meetings. Such 
exchanges or discussions of technical information will ordinarily take place pur- 
suant to action taken at a formal committee meeting authorizing discussions 
or exchanges of information in relation to a particular problem in the production 
of the J-47. In the event that production problems or problems relating to the 
exchange of technical information arise outside a formal committee meeting, 
such problems may be discussed informally and immediately, but no action shall 
be taken on such discussions unless approved at a formal committee meeting. The 
matters considered in such discussions shall be placed on the agenda and taken 
up at the next formal committee meeting. 


6. Subcommittees 


The chairman may appoint such subcommittees as he may deem necessary 
or appropriate. Such subcommittees will consist of an Air Force representative 
as chairman and one representative each of the three prime contractors. Sub- 
committees will follow the procedures provided in section 5 for the committee 
itself. Subcommittees will report back to the committee with their reeommenda- 
tions. Action will be taken only by the committee as provided in paragraph 2. 


7. Decisions of the committee 


A decision of the committee, if concurred in by the chairman, will be final and 
binding on the Air Force in situations in which, within the Air Force, the chair- 
man of the committee has authority to make a final decision. In situations in 
which approval must be obtained from other levels of the Air Force or from some 
other governmental agency, the committee may make recommendations, if con- 
curred in by the chairman, to such other levels or agencies, and if the reeommenda- 
tions of the committee are approved, they will be final and binding on the Air 
Force. In both situations, a decision of the committee will be final and binding 
on those of the three prime contractors that concur. Nothing contained in or 
done pursuant to this plan shall in any way affect the rights of the Air Force 


against a dissenting member of the committee under its prime contract with such 
member or otherwise. 


8. Term 


The committee will continue in existence only so long as its operations are 
considered by the Air Force to be necessary to assure efficient production of the 
J—47 and in no case beyond the termination of the last of the J-47 prime production 
contracts. The exe:nption of committee action from the antitrust laws under 
section 708 of the Defense Production Act shall not extend to action taken after 
the expiration of said section 708. 


9. Additional members 


If, during the life of the committee, the Air Force lets any additional prime 
contracts for the production of the J-47, any new prime contractor will be entitled 
to representation on the committee on a parity with General Electric, Packard, 


and Studebaker. 
Senator Dovetas. We will recess subject to the call of the chairman. 


(Whereupon, at 12:35 p. m., the committee recessed, subject to the 
call of the Chair.) 
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MONDAY, JUNE 27, 1955 


Unirep States Senate, CoMMITTEE 
ON BANKING AND CuRRENCY SUBCOMMITTEE 
ON PRODUCTION AND STABILIZATION, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 9:40 a. m., Senator J. Allen Frear, Jr. (chairman 
of the subcommittee) presiding. 

‘ Ese Senators Frear, Douglas, Morse, Capehart, Bricker, and 
ush. 

Also present: Senators Fulbright, Lehman, Monroney, and Bennett. 

Senator Frear. The subcommittee will come to order. 

The Secretary of Commerce and the Director of the Office of De- 
fense Mobilization I believe are both here, and if the gentlemen will 
come to the little table in front of the reporter we will be happy to 
give you another welcome to the committee. 


STATEMENTS OF SINCLAIR WEEKS, SECRETARY OF COMMERCE, 
AND DR. ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF DE- 
FENSE MOBILIZATION, ACCOMPANIED BY H. B. McCOY, DEPUTY 


ADMINISTRATOR, BUSINESS AND DEFENSE SERVICES ADMIN- 
ISTRATION 


Senator Frear. I am sure both of you are well acquainted with the 
members of the committee that are present here this morning. We 
are mighty happy to have you come back. I am sure each of you 
remembers the previous testimony before this subcommittee on the 
extension of the Defense Production Act. 

There were questions in the minds of some of the members that they 
would like to talk about again before the full meeting of the Banking 
and Currency Committee this morning, and thus the early hour. 

After having read, as I am sure you did, the testimony that was 
given during the hearings, do you wish, Mr. Secretary, to make any 
comment at the outset? 

Secretary Werks. Well, Mr. Chairman, speaking to the question 
of the so-called WOC personnel, which I understand is the question 
we’re interested in this morning, I am very hopeful that the present 
section in the statute, 710 (b), may be left in. We are operating under 
that provision of the law supplemented by Executive Order 10182, 
and we have these “without compensation” people. 

We have 25 industry divisions, of which 15 are headed by WOC’s 
and 10 by career people. In every case where there are career people 
available, we would install the career people. But where there are 
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not career people available or suitable for the particular position, we 
pull a WOC in as head of the industry division. 

We have to certify—lI do certify in each case—that there is no career 
man available for that particular spot—available or suitable in our 
opinion. 

There has I think been some suggestion that there possibly could be 
a conflict of interest. We think there cannot be any conflict of in- 
terest. The WOC comes in and, to be sure, he continues on the pay- 
roll of the company from whom he is borrowed, so to speak, but he 
comes in and he is a Governmentman. He takes the same oath that 
any of the rest of us takes. He does not in all respects operate even as 
head of an industry division. He does not operate, in my opinion, as 
a policymaking individual. I and the Assistant Secretary, the head 
and deputy head of the Business and Defense Services Administration, 
consider ourselves the policy people, and these people implement the 
policymaking suggestions as they go along. 

There is a good record of performance we think. We are con- 
tinually, through our defense materials system, backing up the pro- 
ductive capacity for defense and atomic energy, and we are continually 
laying plans for the mobilization program in the event trouble comes. 
We believe and feel very strongly that we should have this WOC 
program continue about as it is. 

It is working well in these respects. Additionally, it is continually 
building a nucleus of men who have had this experience who may be 
availabile as so-called reserve in time of trouble, upon whom we could 
call quickly and get results. 

I think from the standpoint of the Defense Production Act and all 
that it involves that we need this program as it is. We think it is 
doing good, and we think there is no danger inherent in it. 

Senator Busan. Mr. Chairman, may I ask a question? 

Senator Frear. Senator Bush. 

Senator Busu. You have 15 men there you say are WOC’s as the 
heads of divisions? Is that what you call it? 

Secretary Werks. Twenty-five industry divisions, and 15 of them 
are headed by WOC’s. 

Senator Busu. The fellow comes down there for about 6 months? 
Right? 

Secretary Werks. Six months to a year, 6 to 9 months I guess on 
the average. 

Senator Busn. Does he have any previous governmental service? 
Is that a requirement for his engagement? 

Secretary Werks. No. We ask the particular industry involved 
to give us a man who is knowledgedable in the industry, who knows 
what industry’s capacities are, and what 

Senator Busu. Can you take a case of 1 of those 15 which might 
be typical and give us just a general idea of what he does do? What 
is his responsibility to the Government, and how does he represent 
that industry, so to speak? What does he actually do there? Does 
he place contracts? He doesn’t do that, does he? 

Secretary Werks. We have an example here I would like to direct 
your attention to and ask Mr. McCoy to detail the answer to your 
question. Here is George E. Peterson, who is Director of the Copper 
Division. In civilian life he’s assistant to the president of the Simplex 
Wire & Cable Co. of Cambridge. 
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Mr. McCoy, would you answer in detail? 

Senator Busx. I would be glad if he would answer, yes. 

Mr. McCoy. Mr. Chairman, the Secretary cited the Director of 
the Copper Division as an illustration. There are several others we 
could recite or similar illustrations. 

The Director of the Copper Division assumes administrative 
direction of a small staff called the Copper Division. 

Senator Bus. That is a permanent staff? 

Mr. McCoy. Yes, sir; salaried people who have been hired or have 
been with the Government a considerable number of years, all of 
whom are familiar with copper, with copper production, and with the 
manufacture of copper into copper products. 

First, his job is to look at the mobilization readiness program we 
now have in operation, to determine the status of the readiness 
programs that we have with respect to the consumption of copper 
during an emergency period, to compute that from military require- 
ments, and then to see to it that the defense-supporting and the 
essential civilian requirements are kept up to date, in terms of what 
ever new requirements or changes in the mobilization readiness are 
announced by the Office of Defense Mobilization. 

In other words, he supervises the work that is done with respect 
to the adequacy of the copper industry to perform in time of emer- 
gency. 

Senator Busn. This applies to both mining and fabrication? 

Mr. McCoy. No, sir. 

Senator Busu. Just the fabricating part? 

Mr. McCoy. Just fabricating. 

Senator Busu. It has nothing to do with the mines? 

Mr. McCoy. No, sir. That is under the Interior Department. 
This is the copper industry which converts raw copper or reclaimed 
copper into copper-based alloys and copper products. 

Senator Busu. So he is supposed to appraise and keep up to date 
the appraisal of the facilities in the fabricating industry? 

Mr. McCoy. Yes, sir. In connection with—— 

Senator Busn. The fabricating end of the copper industry? 

Mr. McCoy. Yes, sir. 

Senator Busn. And require reports from those companies of changes 
in their ability to produce or new additions to plant or eliminations 
from plant and all that sort of thing? Is that correct? 

Mr. McCoy. That’s correct. 

Senator Busu. He is supposed to be able to have an appraisal then 
of what is available in the way of production of copper-fabricated 
products that may be necessary in the event of mobilization? 

Mr. McCoy. That is correct. 

Senator Busu. Is that right? 

Mr. McCoy. That is one of his major responsibilities. 

Senator Busn. What would you call his other responsibilities? 
That is one of his major responsibilities. What else is there? 

Mr. McCoy. Generally keeping the Division at work on being up 
to date on essential information about the copper industry—recom- 
mending whenever occasion requires, to the Office of Defense Mobiliza- 
tion through the Administrator and through the Secretary of Com- 
merce such actions as may in their judgment be required in connection 
with the stockpiling of copper, which has been done recently. All of 
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those actions, however, that involve policy are a major Government 
undertaking. In the case of defense mobilization or stockpiling they 
must come up through and be presented to and approved by the 
Secretary of Commerce in connection with his membership on the 
Defense Mobilization Board. 

Matters other than defense that the WOC concerns himself with 
are very limited. So-called services to business generally, other than 
mobilization, are quite limited and involve receiving from any phase 
of the copper industry any presentation they may want to make to 
the Department of Commerce, in connection with any Government 
operation or any other Department. He serves as a kind of a focal 
point there in the Department of Commerce where the industry 
comes with its various viewpoints with respect to governmentwide 
operation. He merely acts as an intermediary there to see that the 
copper industry executives have access to the proper people in Gov- 
ernment, in the Department or in other departments. 

Senator Capenart. Mr. Chairman? 

Senator Bus. May I just finish that point? 

Senator Capnnart. I thought you were finished. 

Senator Busu. He is, then, the point of contact between the indus- 
try and the Department? 

Mr. McCoy. Yes, sir. 

Senator Buss. In connection with all matters pertaining to defense? 

Mr. McCoy. Defense; yes, sir. 

Senator Busu. Mobilization? 

Mr. McCoy. Yes. 

Senator Busu. But not necessarily in connection with other mat- 
ters? 

Mr. McCoy. Not necessarily so, although his Division should be 
the point in Government that knows. 

Senator Busn. Knows about what? 

Mr. McCoy. To whom to talk about various matters in other 
Government departments. 

Senator Busu. Yes. 

Senator CaprHart. Mr. Chairman? 

Senator Frear. Senator Morse had a question first. 

Senator Morse. I will yield. Go ahead. 

Senator CaprHart. Well, Mr. Weeks or Mr. McCoy, either one. 
Is Mr. McCoy over all of these 28 Divisions? 

Secretary Werks. He is the Deputy Administrator of the Business 
and Defense Services Administration. 

Senator Caprnarr. All right. Under the Defense Production Act 
you have at the moment 28 divisions? Is that right? 

Secretary Werk. Twenty-five. 

Senator Capenartr. Twenty-five divisions? 

Secretary Werks. Yes. 

Senator Capenart. They are headed by a WOC? 

Secretary Werks. In 15 out of the 25 cases. The other 10 di- 
rectors are career employees. 

Senator Capenart. Are these 15 all the WOC’s that you have at 
the moment, under the Defense Production Act? 

Secretary Werks. No; we have 29 altogether. Fifteen are heads 
of divisions, and the others occupy assistant positions. 
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” Senator Carenart. My next question is: Do they deal in anything 
other than emergency matters that may be created under the Defense 
Production Act? 

Secretary Werks. Oh, I would say as a collateral activity they do 
to a limited extent. 

Mr. McCoy. A very limited extent. 

Senator CaprHart. Give us an example of some of the limited 
extents. 

Mr. McCoy. An industry asks the Secretary if they can come to 
Washington to confer with him and other Department officials about, 
let’s say, tariffs, imports, and United States tariffs. 

Senator CAPEHART. Why would they be dealing with tariffs under 
the Defense Production Act? 

Mr. McCoy. No; I say the industry asks 
Senator Cappnart. The industry asks, but why would these WOC’s 
be dealing with tariffs? 

Mr. McCoy. They would not. They would just arrange for a 
conference 

Senator CapgeHnart. Oh, I see. 

Mr. McCoy. Of the industry with the Secretary and his assistants. 

Senator Caprnart. Why would they even do that? 

Mr. McCoy. Oh, I think it’s part of the courtesy of their job. 

Senator Capgenart. I find nothing in the Defense Production Act 
that indicates it as part of their 

Mr. McCoy. No, sir; but you asked me do they do any 

Senator CaprHart. Show me in the Defense Production Act 
where it gives you any authority to use those gentlemen for that 
purpose. Show me under the Defense Production Act any authority 
to use them for that purpose. 

Mr. McCoy. No, sir, Senator. You asked do they do anything 
other than defense. 

Senator CaprHart. That’s my point. I asked if they did and you 
said they might. 

Mr. McCoy. They might; yes. 

Senator Cappnart. They might arrange with some industry man 
out in the country someplace for an appointment with somebody on 
tariffs. Is that what you just said? 

Mr. McCoy. Yes; just an illustration. 

Senator CAPpEHART. Show me under the Defense Production Act 
where they have authority to do just that. 

Mr. McCoy. It’s just a convenience, Senator. But that accounts 
for very little, if any, of their basic responsibilities. 

Senator CaprHart. What else do they do? 

Secretary Werks. May I answer that question in this manner: 
The Business and Defense Services Administration has a dual function, 
so to speak. They operate under the Defense Production Act as 
described, and then they have certain relationships with industry. 
The WOC’s time by and large, except occasionally in an advisory 
capacity, is devoted to the Defense Production Act phase of the 
operation. But in the BDSA you would have relationships with 
business of a peacetime nature, so to speak, which normally are 
carried on 

Senator CapeHart. That is the point we are driving at, and that i is 
the reason you are up here this morning and the reason that the 
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Senators are questioning you. I don’t think anybody objects to your 
having WOC’s and a reserve group to deal entirely, 100 percent, 
with an emergency that may happen in the future. But I don’t 
think it was ever the intention of the Defense Production Act that 
these WOC’s would come in here and do what you say they do. 

You say they deal with emergencies and other things. What are 
the other things in addition to the two you have just described? 

Mr. McCoy. Purely incidental, Senator. 

Senator CapeHART. What are the incidentals? Name the inci- 
dentals. 

Mr. McCoy. An industry group may ask that the Department of 
Commerce review the statistical program for that industry that is 
conducted by the Department of Commerce. 

Senator CapeHAart. Why would a WOC be dealing with that? 

Mr. McCoy. Senator, he wouldn’t deal with it personally. He is 
head of the division during the time he is here, and the work of that 
sort would be carried on by the regular career people, but he couldn’t 
very well avoid at least having a little contact with that. 

Our need for them is not that at all. It’s only incidental to some 
of the things they are carrying on. 

Senator CAPEHART. You see, we have this conflict-of-interest 
statute, and here it looks to me like you are using these WOC’s and 
these committees here, setting these fellows up, and the industries are 
coming in and asking them to make contacts with all other depart- 
ments of Government, which may be good and it may not be good. 

Secretary Werks. Mr. Chairman? 

Senator Busu. Will the Senator yield? I’d just like—— 

Senator Frear. The Secretary would like to 

Senator Busu. I’d like to suggest there is nothing wrong with it 
anyway. 

Senator Capeuart. That’s what I am trying to find out. 

Senator Frear. Mr. Secretary. 

Secretary Weeks. Mr. Chairman, here is the way we visualize this 
operation. We have a Copper Industry Division. In that case you 
have a WOC as head of it. Down in the ranks of the Division they 
are engaged in work in connection with the Defense Production Act 
and the mobilization base and all that. The Division as such also 
operates in relation to peacetime activities of business. 

Senator Caprnar?r. That’s the point. 

Secretary Werks. I’m just going to—— 

Senator Capenart. Why should they have anything to do with 
peacetime activities? 

Secretary Werks. Well, as a practical matter, it isn’t practical to 
divide the operations of the Division as such. The WOC’s attention 
is directed almost exclusively to the Defense Production Act require- 
ments, but naturally—— 

Senator Bricker. If you don’t do it that way I don’t see how you 
get ready for war. You can’t wait till it’s on to 

Secretary Werks. That’s what he’s there 

Senator Caprnart. Nobody objects for the war period. But it 
looks like they are using them for domestic use and to make appoint- 
ments here with their own companies back home and using them for a 
lot of things other than preparation for war. 

Secretary Weeks. Mr. Chairman, we don’t think we are using them 
for other things. We think they are here for defense-production 
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requirements. We think they are here because of the statute, and 
that’s where they devote their attention as they sit here. If in an 
advisory capacity they can give information or anything that is 
helpful to the Division, I presume they do it. But if it is desirable to 
absolutely limit them to that by statute, it probably could be done. 
But as a practical matter that’s what they are doing—defense produc- 
tion. 

Senator Busn. Mr. Chairman, may ! ask another question along 
the line the Senator is trying to develop? Iam sympathetic with him. 

Senator Frear. Senator Bush. 

Senator Busu. Mr. Secretary, he mentioned the tariff a moment 
ago. We have in the law what we call the escape clause. Suppose 
one of these fabricators finds that he has a problem under that law, 
that he thinks he ought to seek relief under the law under the so-called 
escape clause, which the Senator from Illinois doesn’t approve of but 
there it isin the law. Isn’t it natural that he might go to the Depart- 
ment of Commerce, to the man you are talking about, the WOC who 
is head of this particular Division, the fabricated copper products, and 
say, “‘Look, this is our problem. How do we go about this with the 
Government? Who can advise me as to what todo?” Is it improper 
then for this man, the WOC, to say, ‘Well, you ought to go to the 
Tariff Commission and discuss the problem, and I'll be glad to arrange 
for an appointment for you’’? 

Is that a fair illustration of how they might work in assisting these 
companies or not? 

Mr. McCoy. We direct the WOC’s who are directors of divisions 
and deputy directors that their primary responsibility is on defense 
work. 

Senator Busn. Well, that’s right. 

Mr. McCoy. And occasionally someone does come in—— 

Senator Capenart. Why the occasionally? That’s my point. 

Mr. McCoy. Simply, Senator, thev are there, and someone comes 
in to see the Copper Division or the Electronics Division. He meets 
the director. He may ask a question. Immediately that is referred, 
however. It is not defense, and it is referred to the career people. 
But a man, Senator, could hardly be in the position of director of the 
division and not talk to anybody about anything else even though it 
isn’t his responsibility. 

Senator Capenart. I know that you can’t keep a man from asking 
you something. 

Mr. McCoy. Surely. 

Senator CapeHart. But my point is you haven’t convinced me a 
hundred percent yet that that isn’t part of their duties and responsi- 
bilities, that you don’t look upon it as such. 

Mr. McCoy. I do not look upon it—— 

Senator Capenart. You haven’t convinced me yet the industries 
throughout the United States don’t use these fellows quite extensively 
on these matters other than, as you call it, defense responsibilities. 
That is the thing you have got to sell this committee on I think and 

et cleared up. That is the thing we want to get cleared up, because 
F don't think anybody objects to your having WOC’s and a reserve 
to work out ways and means of handling an emergency if and-when it 
strikes. 

Mr. McCoy. Yes, sir. 
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Senator Capgenart. I don’t think anybody objects to your having 
WOC’s and reserves helping you to increase the productive capacity 
at the moment and put it in a standby position. I don’t think any- 
body objects to that at all. But I think the objection has arisen in this 
committee, as I have listened to the Senators now for several days 
discuss it, with these other things that you talk about. 

Mr. McCoy. Senator, the job description for any WOC in our 
organization is written around the defense function. That’s all he 
is responsible for. 

Senator CaPpEHART. Have you got a job description here that you 
can put in the record? 

Mr. McCoy. I don’t have one with me, but I can get you one if 
you wish. 

The division director then concerns himself with defense mobiliza- 
tion problems. That is his responsibility. The other things that the 
division is doing, which have to do with the regular functions of the 
Department of Commerce in the field of industry, are by and large 
cared for by the career people in that division. As a rule, the WOC 
concerns himself very little with those things. He couldn’t because 
he’s spending full time on the other job. 

Senator Morse. I want to be very brief. I think I owe it to the 
Secretary to outline very quickly my objections to the law in its 
present form and the reason for the amendment that was approved 
the other day. I will be very brief about it, Mr. Secretary, as follows: 

I am very desirous that you have these businessmen in the Depart- 
ment to take advantage of their advice and their expert knowledge 
as consultants and as deputy directors, but I do not see the abvisability, 
outside of an emergency, of putting them in a position where they 
direct a staff of paid career men. 

It has been testified to here this morning, as it was our understanding 
heretofore also, that you bring them in on a rotating basis of 6 to 9 
months. You put them in a position of directing a staff of paid 
Government employees or career employees. Yet you say that it 
does not place them in a policymaking position. That’s very difficult 
for me to comprehend. I know a little bit about the administrative 
branch too, and when you put somebody in a position of directorship 
over a paid staff, he isn’t going to act in a vacuum when it comes to 
policy. He is going to have something to say about policy directly 
or indirectly. 

I can find nothing in this record that satisfies me that the same end 
that you seek to accomplish can’t be accomplished by way of a con- 
sultant from business or bringing one of these men in and putting 
him in the deputy position. 

You have in some of your divisions these men in deputy positions 
and not in directorships. Likewise you have a hard time convincing 
me that we have any department or any division in your department 
where you cannot find someone for career service that at least has 
sufficient knowledge to do the administrative work and be assisted by 
your expert from industry. 

We have in the record, for example, a statement that you made on 
another occasion when you said, if you are correctly quoted, and I 
think you are: 


We propose (b) to establish approximately 20 main industry divisions with 
key advisers recommended by various industries to represent them and staffed 
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for operation purposes by industrial experts from career services. The functions 
of the proposed business service agencies will be to see to it, while private business 
of course cannot dictate the Government policy and plans, it would be placed 
in a position where it can effectively approve or disapprove of the implementation 
of such policy and plans from the standpoint of their practical workability in 
everyday industrial operation. 

Honest men may differ on whether or not a given plan is practical 
or not. I don’t go along with a program whereby you put these 
WOC’s in a directorship position where they can approve or disapprove 
such plans from the standpoint of the practical workability. I think 
their advice is needed. I think their expertness is needed. But I do 
not think they should be employed at the present time, in view of the 
nonwar conditions in which you are operating, in these positions of 
administrative responsibility. The fact is that you have 10 divisions 
in which you have these men working as deputies and not as directors, 
and I think you will find available if you search some retired business- 
men with equal expertness. I think there are a lot of retired business- 
men in this country, retired under compulsory retirement plans, who 
shouldn’t be put out to pasture, whose brains ought to still be used, 
who would welcome an opportunity to come in in one capacity or 
another, even as Government career men, in the latter days of their 
life. You would avoid what I don’t think you can possibly escape— 
constant suspicion and question particularly on the part of some small- 
business men in this country. 

I spoke about this in committee the other day. My cards are always 
on the table. I said to this committee the other day, as a member of 
the Select Committee on Small Business of the Senate—and Senator 
Sparkman assured the committee that this evidence does exist—that 
there is a considerable amount of concern among some small business 
groups in this country that these WOC’s in these positions of director- 
ship are placed in an advantageous position as far as their companies 
are concerned. 

All I am asking for is a uniformity of policy here. Let’s have them 
all deputies and all consultants and none of them in a position of 
directorship. 

I think, Mr. Chairman, in essence that’s a fair summary of the 
argument I made the other day. Although I have a list of questions 
here that I wanted to ask the Secretary this morning, I think what I 
have said summarizes at least my point of view and, as we say in the 
courtroom, after listening to this colloquy I’m willing to rest. 

Senator Dovetas. Mr. Chairman? 

Senator Frear. Senator Douglas. 

Senator Douvetas. May I ask the witness a question? 

Senator Frear. Surely, Senator Douglas. 

Senator Dovetas. Mr. Secretary, is it true that the heads of the 
commodity divisions make recommendations to ODM on the expan- 
sion goals for the industry or industries under their jurisdiction? 

Secretary Weeks. The division makes recommendations to me. 

Senator Dovetas. To you? 

Secretary Weeks. I make the recommendations to the head of the 
Office of Defense Mobilization, Dr. Flemming. 

Senator Dovetas. But the recommendation originates in the 
commodity divisions? 

Secretary Werks. Yes, sir. 

Senator Dovatas. Do the divisions 
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Senator Capenart. What do you mean by “commodity divisions,” 
Senator? 

Senator Dovetas. There are 25 of these divisions classified on the 
basis of commodities. 

Secretary Werks. We call them industry divisions. 

Senator Caprnart. What do you call them, Mr. Secretary? 

Secretary Weeks. We call the industry divisions. 

Senator Dovctas. Industry divisions. Is it true that the divisions 
will originate general recommendations on whether loans, tax amorti- 
zation, and guaranteed purchase contracts should be used to assist 
in accomplishing the goals, not as to the specific firms which are to 
obtain these benefits but whether governmental assistance in one of 
these three forms is needed to achieve an expansion goal? 

Secretary Werks. You mentioned loans, tax amortization certifi- 
cates, and—— 

Senator Douactas. There are three ways I believe—loans, amorti- 
zation, and direct Government purchase. Those are the three 
benefits. I think Mr. Flemming testified to that last week. Three 
ways in which the Government assists an industry to meet expansion 
goals. 

Secretary Werks. Well, my answer to that would be that wherever 
it is appropriate under the statute for the Government to assist in 
developing expansion goals that there could be—and normally would 
come through me—recoramendations. 

Senator Dovetas. Come through you but come from the industry? 

Secretary Weeks. The industry division. 

Senator Douatas. Yes. 

Secretary Werks. Yes. 

Senator Doueias. Do they make recommendations on stockpiling? 

Secretary Weeks. Yes, sir. We do from time to time. That goes 
through me also. 

Senator Dovetas. Yes, I understand. 


Secretary WEEKs. 
Senator DouGLas. 


I very carefully review that. 
But they originate from the industry divisions? 
Yes, sir 


Secretary WEEKs. 

Senator Dovatas. Do ‘they make recommendations on disposing of 
existing stockpiles? 

Secretary Werks. I don’t know of any case where they have ever 
done that. 

Dr. Fitemminc. Mr. Chairman, Senator Douglas, of course under 
the law when the material goes into the stockpile it is insulated and 
cannot be taken out except 

Senator Dovetas. Haven’t you drawn from any stockpiles? 

Dr. Ftemminc. No; we do not. The only way we can draw from 
stockpile is by the President deciding that it is necessary to do so in 
the interests of national defense. When I say we have never drawn 


from it, of course during the Korean conflict and so on there were 
some materials withdrawn. 


Senator Dovcias. But since then 
Dr. FLemmina. Since then we have not. 
Senator Doveias. So much for general questions. May I rifle in 
on a specific problem or so. You have a Division of Nonferrous 
Metals, do you? 


Secretary Werks. Yes, sir. The Copper Division. 














= ee 


















































































































St Nat << ATI erent eR A AM 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 181 


Senator Doua.as. Pardon? 

Secretary Werks. Yes, we do. 

Senator Dovctas. Is that subdivided into various branches of 
nonferrous metals? 

Mr. McCoy. Senator, we have the Iron and Steel Division,” the 
Copper Division, the Aluminum and Magnesium Division. 

Senator Dovae.as. All right. I wanted to raise a question about 
the Aluminum and Magnesium Division. I believe Mr. Flemming 
testified that in 1954 this Division made a recommendation which I 
think was approved by you, although I am not quite certain, that no 
further expansion was needed in the productive capacity for aluminum. 
Is that correct? 

Secretary Werks. I don’t recall last year. We have been ever 
since I have been in W ashington—2 years—continually reviewing 
the aluminum goals, and at one time point I think we decided—— 

Dr. Ftemmine. Mr. Chairman and Senator Douglas, I think you 
are eee to the fact that in 1954, I think about August 1954, the 
Defense Mobilization Board considered this matter and recommended 
to me that we abandon for the time being our third-round expansion. 
The Secretary of Commerce as a member of that Board, of course, 
participated in making that recommendation. 

Senator Dove as. That’s what I referred to. 

Secretary Werks. Could I add to that? 

Senator Doveuas. Certainly. 

Secretary Weexs. The Defense Mobilization Board makes a 
decision. As a member of DMB I might or might not acquiesce in 
the decision. In other words, I might be in the majority or the 
minority as to the final recommendation. 

Senator Dovetas. That’s right. Now, Defense Mobilization 
doesn’t operate in a vacuum. From whom did they get the recom- 
mendation that there should be no expansion in productive facilities 
in aluminum? 

Secretary Weeks. Well, they would get some suggestions from 
BDSA. They have their own staff who are investigating the matter. 
I would think in the nature of supplementary information that we 
might originate, and they’d tie it in with what they developed. 

Senator Dovetas. Can you inform the committee whether the 
Aluminum and Magnesium Branch made any recommendations 
either to you or to the Defense Mobilization Committee on the 
expansion goals for the aluminum industry at this time? 

Secretary Weeks. Is the question whether we are making any at 
this time? 

Senator Dovetas. No, no, in 1954—whether the Aluminum and 
Magnesium Branch made any recommendations. 

Secretary Werks. Yes; they did. 

Senator Doveras. What were these recommendations? 

Secretary Weeks. Recommended at the time—what month was it? 
Do you remember? 

Mr. McCoy. About August. 

Secretary Weeks. About August they recommended against further 
expansion. 

Senator Dovetas. Who was the Director of the Aluminum and 
Magnesium Branch at this time? 

Secretary Weeks. We'll have to give you that information, Senator. 

Senator Doveias. Was it Mr. Honeywell or not? 





642445513 











182 DEFENSE PRODUCTION ACT AMENDMENTS OF 1955 


Secretary Werks. He is the head of the BDSA. 

Senator Doveias. Who was the head of the Division? 

Mr. McCoy. I can’t recollect. 

Senator Dovetas. Does anyone have that information? 

Secretary Werks. I’m afraid not here. 

Senator Morsg. I think a gentleman from the Aluminum Corpora- 
tion of America. 

Mr. McCoy. George Perkins. He was from Reynolds. I believe 
it was Mr. Perkins—Dr. Perkins—from Reynolds. That is my 
recollection. 

Senator Douetas. I appreciate that. Who is Mr. Perkins? 

Mr. McCoy. From Reynolds Metals. 

Senator Dovatas. Of Reynolds Metals? 

Secretary Werks. Yes. 

Senator Morse. Who is the head of that Division now? He is the 
one that is from the Aluminum Corporation of America? 

Mr. McCoy. Yes, sir. Mr. Erskine. 

Senator Dovetas. Well, Mr. Chairman, I’d like to point out that 
this questioning has indicated that this is a very important matter, 
and the gentlemen—whose integrity I do not impugn for a minute— 
let that be understood—gave advice which was not to expand the 
aluminum capacity. Within a few months, when we found out this 
advice was incorrect, that advice was reversed and I believe orders for 
expansion have been given. Isn’t that true? Have there been no 
orders for expansion yet? 

Dr. Fiemmine. Mr. Chairman and Senator Douglas, the question 
whether we should or should not move now into another round of 
expansion in the field of aluminum is coming before the Defense 
Mobilization Board, probably this week, and will be discussed. I 
don’t know whether they will make a recommendation at that time 
or not. 

Senator Dovetas. I see. Well, all the information that I can 
gather—and I read some of the testimony before the House committee 
on this subject—indicates that there is a very real shortage of alum- 
inum. While I’m certainly not an industrial expert in the field of 
lighter metals, all the evidence seems to indicate that we have a need 
for both military purposes for airplanes and for commercial and 
industrial uses for a much larger quantity of aluminum. If that 
should turn out to be true, as I believe it to be true, the program for 
expansion would have been held back for a number of crucial months 
partially because of the advice given. 

It is well known I think that at least 2 of the 3 existing aluminum 
companies have been opposed to expansion. Whether this is through 
a desire to maintain price or not I do not say. But they have held 
back their development of facilities. It is very reminiscent of what 
went on prior to World War II when there was only one company in 
the field and where the refusal to expand cost us time in development 
of airplanes. 

Secretary Werks. Mr. Chairman, I think one thing that has hap- 
pened is this: When the decision was made last August, even the 
most optimistic of us didn’t realize that the demand—increased de- 
mand—for aluminum in private industry would reach the proportions 
it has, and 
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Senator Douctias. We were in a recession at that time and did not 
expect 

Secretary Wrrexks. We were optimistic but not that optimistic. 

Senator Frear. I don’t like to- 

Senator Dove.as. The campaign orators were optimistic. 

Senator Morse. I think we have the information we wanted, Mr. 
Chairman. 

Senator Brickrer. Just one question. 

Senator Frear. Senator Bricker. 

Senator Bricker. Mr. Secretary, I am perhaps not as suspicious of 
this program as some are, because I believe in training in peacetime, 
if we are going to have a war, for wartime needs. But let me ask you 
just one frank, blunt question: 

If we prohibit these men from heading a division, if we prohibit 
WOC’s from heading a division, will that be a handicap on your 
development of the program and the development of training that is 
necessary to meet any emergency needs? 

Secretary Werks. Mr. Chairman, we would not have the best men 
that we can find to head these divisions, the response on the part of 
industry for furnishing these people on a so-called loan basis for a 
limited period would not be as good, and we would not get the results 
that we’re now getting. We'd get results, certainly, but I don’t think 
they’d be as good as we’re now getting. 

If I may make just one comment, Mr. Chairman, on Senator 
Morse’s 

Senator Frear. Mr. Secretary. 

Secretary Wrrxs. We don’t think, sir, that these people make 
policy. We feel quite certain they don’t make policy. Again I would 
say that we think we’re getting the best results this way. When there 
are people available in the career service, we taken them, as has been 
evidenced by the figures. 

Senator Bricker. May I ask Mr. Flemming the same question, 
Mr. Chairman. 

Dr. Fitemmine. Mr. Chairman, I will be very happy to respond to 
it. Although I appreciate this is not a period of hostilities, 1 do feel 
and I’m sure all of us agree that we’re in a very important ‘mobiliza- 
tion period. In my judgment, because we are in a very important 
mobilization period, we ought to be in a position where we can acquire 
the services of the very best qualified people to handle particular 
assignments. I feel that in this particular proposal, where we would 
be prohibited, reading the proposed language, from appointing per- 
sons to the position of the director or head of a bureau, division, sec- 
tion, or other comparable policymaking or administrative position, 
and a person appointed under this subsection shall not perform the 
functions of such a director or head, it would interfere with the effec- 
tive handling of our defense mobilization program. 

Senator Bricker. These men that you are now training in this 
program are the men that you would naturally call upon if an emer- 
gency should arise? 

Dr. Fiemmine. That has been my feeling all the way along. I 
would like to say this, Mr. Chairman: That as far as the other pro- 
visions are concerned, which in effect incorporate in the law the 
provisions of the existing Executive order, I not only have no objec- 
tion to it but I think that’s all to the good. It seems to me that if 
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the departments and agencies of the Government live up to the 
other provisions that are proposed to be inserted in this section 710, 
there is no question at all but that the interests of the country would 
be protected in an adequate manner. 

Senator Caprnartr. Mr. Chairman, let me ask one very blunt 
question also of both of you gentlemen. Is it possible, if you con- 
tinue these gentlemen acting as directors as they have in the past, 
to divorce them completely, 100 percent from everything except that 
which might have to do with an emergency in the future? 

Secretary Werks. Yes, sir. 

Senator Caprnart. They can be completely, 100 percent divorced? 

Secretary Weeks. Yes, sir. 

Senator Caprnart. That’s all, Mr. Chairman. 

Senator Frear. But they aren’t now? 

Secretary Weeks. For all practical purposes I think they are, but 
they sit there, and if someone wants to ask them a question, I assume 
they’d answer it. 

Senator Caprnart. I think it has gone a little beyond that in the 
past, hasn’t it? 

Senator Frear. Dr. Flemming? 

Dr. FLemmine. Mr. Chairman, I am sure it can be handled in such 
a way as to achieve that objective, and I would be in agreement 
with it. 

Senator Frear. Senator Morse. 

Senator Morse. Mr. Chairman, I will be very brief. I want to 
look at the Aluminum and Magnesium Division headed by an officer 
of Aluminum Corporation of America. What are his duties. He 
represents the domestic interests of business and industry in their 
relations with other Government agencies, provides for other depart- 
ments and agencies of the executive brancb and the Congress which 
require it information and judgment concerning viewpoints and inter- 
ests of business and industry in this field, cooperates in insuring con- 
sideration of the domestic needs of small-business enterprises with 
the view to strengthening their position in the national economy, and 
is administrative director of a group of paid career people. 

If anyone thinks you can separate all those nonadministrative 
duties from administrative duties, they know something about admin- 
istration I have never seen operate in Government. Of course, policy 
is intertwined in all this. Not only that but you put these career 
employees under a new boss every 6 to 9 months, and if that leads 
to efficiency in government, then that is a new concept of adminis- 
tration that I don’t know anything about. 

What do we want? We want the brains of these men. That’s 
what we want. We want the brains of these men in a consulting 
position and in a deputy position, but we want continuity of the 
so-called chore work that goes along with administration. We want 
to keep them out from under suspicion that because they are WOC’s 
at the head of a division they can someway, somehow, directly or 
indirectly, influence policy which will accrue to the benefit of their 
industry. 

Take the small-business phase of this particular division. You’re 
not going to instill the confidence that you ought to in small business 
by putting a WOC from the Aluminum Corporation of America at 
the top of that division. 
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I just don’t think it’s in the interests of the objective we are seeking. 
The Secretary has already testified he has got 10 divisions in which he 
gets along apparently all right with these men in deputy positions. I 
think he ought to follow a uniform administrative course of action. 
That’s what the amendment proposes to do, and I’m perfectly willing 
to rest on the testimony of these gentlemen themselves. 

Senator Frear. From the standpoint of protocol I don’t know 
which one to call on. 

Secretary Weeks. If I could just say this, I want to remind the 
committee if I may, that these people come in and they are then 
Government men. They take the same oath that I took. They 
divorce themselves from their private interests. They have no conflict 
of interest that I know of. I think we have had no bad results at all. 
In fact, I think they have been good. 

Senator Frear. Dr. Flemming. 

Dr. Fiemmine. Mr. Chairman, some of us who went through the 
World War II experience as far as the executive branch is concerned 
know that one of our problems was that the kind of men that we’re 
talking about now, when we got into general mobilization, were 
called in, were put in administrative posts. They had had no adminis- 
trative experience in the Government, and, consequently, they lost a 
great deal of time in terms of getting into motion. 

Senator Morsr. But your reserve program is providing the train- 
ing. That’s what you want. We’re not talking about the training 
program. 

Dr. Fuemmrina. I appreciate that. 

Senator Morse. We’re talking about the program where we are 
getting the advantage of their knowledge now. We’re not talking 
about training top executives. They are already trained. 

Dr. Firemmina. Senator Morse, if I could put it in the form of a 
question, what objection is there to these men who come in and serve 
in these capacities getting some administrative experience in Govern- 
ment provided that they live up to all of the other provisions of this 
section? 

Senator Morse. Well, they’ll get it as deputy directors. 

Dr. Ftemminea. Senator, under this—— 

Senator Morsx. They will learn administration as deputy direc- 
tors, and we’re going to be saved all the dangers and the handicaps 
to which I have alluded. 

Dr. Ftemmina. Under the provision proposed here I don’t think 
they could be appointed as deputy directors. 

Senator Morsr. You have them in 10 divisions now. 

Dr. Ftemminc. But a Deputy Director very often is called upon 
to perform the functions of his chief, and this language says these 
persons shall not perform the functions of Director. 

Senator Morse. It won’t when we get through with the language 
we're proposing. 

Dr. Ftemmina. All right. 

Senator Frear. Senator Douglas, I am almost obliged to call off 
anything further. However, I don’t—— 

Senator Dovetas. Just one aphorism which I want to throw in 
here at the end, which I think is pertinent, which is that experts should 
be on tap but not on top. 

Senator Frear. Do you want that on the record? 
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Senator Dovatas. Surely. 
Senator Frear. Mr. Secretary and Dr. Flemming, we surely 
appreciate your coming down on this busy Monday morning in your 
schedules, but I think you have given us an opportunity of better 


acquainting ourselves with your problems. Thank you very, very 
much. 


Secretary Werks. I have a prepared statement. Could I insert 
it in the record? 

Senator Frear. Without objection, it will be made a part of the 
record, Mr. Secretary. 
(The prepared statement of Secretary Weeks follows:) 


STATEMENT OF THE SECRETARY OF COMMERCE 


It is my understanding that this committee desires my views on certain aspects 
of the employment of persons “without compensation” under section 710 (b) of 
the Defense Production Act of 1950, as amended. The committee’s particular 
interest, I understand, relates to the conditions under which such persons are 
employed, the duties and responsibilities assigned to them, and to the possibility 
of conflict of interest arising out of the fact that while employed without com- 
pensation by the Government they continue to receive compensation from their 
private employer. 

The Business and Defense Services Administration is the organization which 
as an operating agency performs the bulk of those functions and responsibilities 
under the Defense Production Act and in the mobilization preparedness area 
assigned to the Department of Commerce and myself by the President and the 
Director of the Office of Defense Mobilization. Under section 710 (b) of the act 
the Business and Defense Services Administration (or BDSA, as I shall refer to 
it hereafter) has on its rolls some 28 individuals who receive no compensation 
from the Government but most of whom, I am told, continue to receive their 
accustomed compensation from their regular private employers throughout the 
period of their service with the Government. The individuals in question for 
the most part serve in the capacity of Directors or Deputy Directors of the 
various BDSA industry Idivisions responsible for those aspects of operations 
under the Defense Production Act and of the mobilization program affecting the 
industries assigned to them. Some of them serve as Assistant Administrators 
of BDSA, in which capacity they are responsible for supervision of groups of 
divisions representing convenient groupings of related industries. All of these 
individuals are placed in positions involving a high oder of authority and respon- 
sibility. 

I feel that it is highly important that the committee recognize at the outset one 
fundamental fact in the employment of these persons. That is, that from the 
moment of his entry upon duty and for the duration of his tenure the individual 
so employed becomes the Government’s man, not the representative of his em- 
employer. He is a full-time Government employee who takes the same oath of 
faithful performance as do career Government employees. This basic condition of 
his employment is made manifest to him when he enters upon his duties. This 
aspect is, I am sure, understood by industry generally, with the result that in my 
observation only those individuals have been tendered to us who can be relied 
upon fully to accept and adhere to this fundamental condition. We would not 
accept one about whom we had reasons for misgivings and indeed I doubt that any 
responsible firm would be disposed to risk the damage to the firm name and good- 
will which would inevitably attend a failure in this respect. 

Further, I am advised that except with respect to receipt of remuneration from 
his permanent employer during his Government incumbency, the terms of the 
President’s order (E. O. 10182 as amended by E. O. 10205) render the w. 0. ¢. 
employee still itil to prohibitions and penalties which are substantially similar 
to those provided in the various conflict-of-interest statutes from which exemption 
is authorized under section 710 (b). The disabilities and prohibitions thus reim- 
posed relate particularly to his dealing in his official capacity with any matters 
which are of direct and immediate concern to his employer or in which he is per- 
sonally interested. 

Now I understand that the committee has before it a proposal to amend the 
act in such a way as to forbid the placing of so-called WOC’s in positions of heads 
of divisions and, I would assume, in positions of higher authority as well. This, 
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I presume, is based upon a conception that the public interest may suffer when such 
positions of executive authority within the Government are entrusted to persons 
having a conflicting interest only in the sense that while employed by the Govern- 
ment they continue to be compensated by their private employers. 

We do not believe that this presents a real risk. The Department of Commerce 
has had several years’ experience with this program. That experience has amply 
demonstrated that a high degree of personal integrity has marked the entire 
group of individuals who have been sent to us. There is no reason to doubt that 
this will continue. In addition, such individuals are disqualified under current 
Executive orders to act in matters especially affecting their employers. Basic 
responsibility for the actions of WOC’s as division directors and for their proper 
supervision remains in the Administrator of BDSA and his Deputy, both of whom 
are full-time, salaried Government employees, and are assisted by a staff of 
career employees. As a practical matter the opportunity for favored treatment 
of an industry or company is speculatively present whether the WOC serves as a 
head of a division or as a consultant. Experience has shown that there is no 
problem. In both cases the individuals are subject to review and check by 
moqpariy employed Government administrators. 

n my opinion, the need for WOC experts from industry at the present time is 
fully as important as it was during the period of hostilities in Korea. The current 
need for extension of the Defense Production Act and continued use of these 
experts is no different from the need when the act was last extended 2 years ago. 
In addition to maintaining in operation the defense materials system in support 
of current military and atomic-energy programs, the BDSA is actively engaged 
both in extensive studies in the capacity of our industries to meet ever-changing 
military and essential civilian requirements and in the preparation of standby 
regulations and orders for use in the event of full mobilization. 

Such a defense production and preparedness program, if it is to be effective, 
calls for the availability on a regular, continuing and day-to-day basis of persons 
possessed of the most current and specific knowledge and experience in the produc- 
tion methods and distribution practices of particular industries. Experience has 
amply demonstrated that with few exceptions persons possessed of the requisite 
knowledge and standing in the industry are not generally to be found much less 
running around footloose for hiring, in the ranks of career Government employees. 

On the other hand, industry can and does cooperate to make available individ- 
uals of the type required. Such men have invariably been men of a high order 
both personally and professionally, accustomed to executive responsibility and 
possessed of broad experience in the industry from which they come. Serving on 
a short-term basis, usually 6 months, they form a nucleus of trained executives to 
which the Government may look in the event of a future emergency. To regulate 
and restrict such individuals to a subordinate or consultative status because of 
assumed bias or predisposition would in my view be a most unfortunate step, un- 
justified and harmful to the public interest and more particularly to the defense 
interest. It would result either in a discontinuance by industry to make men 
available or in the furnishing of individuals of lesser stature, lacking in the very 
attributes for which they are needed. WOC participation as heads of industry 
divisions results in improved business-Government cooperation. That coopera- 
tion which is so essential to an effective mobilization program should not be jeop- 
ardized. ’ 

To summarize briefly: ae | 

1. In carrying out the Defense Production Act there is a vital and continuing 
need for the employment in responsible positions of persons possessed of special 
industrial knowledge and experience which cannot be filled from within the 
Government. e 

2. The authority which is presently provided in section 710 (b) of the act 
permits us to meet this need from the ranks of industry—large, medium, and 
small. 

3. In view of the uniformly high caliber of the individuals made, available by 
industry and the adequacy of present measures dealing with conflicts of interest, 
a provision restricting the use of such persons to subordinate or consultative 
capacities is not justified. 

4. If adopted, such a step would impair the effectiveness of the defense pro- 
duction and mobilization prepareiness program by curtailing the only source of 
specially qualified personnel and by discouraging that cooperation of industry 
opinion upon which the program must necessarily depend in large degree. 4 

For these reasons I urge that the committee reject the proposal to forbid 
appointment of WOC’s to positions of division heads or higher. Instead, I 
recommend that section 710 (b) of the act be left in its present form. 
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Senator Frear. Dr. Flemming has a comment that he would like 
to make, and I think it is very pertinent at the moment. 

Dr. Fiemmine. Mr. Chairman and members of the committee, my 
attention has been called to the proposed amendment to section 708, 
and all I would like to make sure of is that the committee has before 
it the practical effect of the adoption of that proposed amendment, 

Two of the matters are classified in nature and, as far as I know, 
have never been before the committee. As I understand it, the effect 
of the proposed amendment would be to restrict the immunities under 
the Antitrust Act to agreements on these integrating committees that 
have been developed in the Department of Defense. In addition to 
those, we do have a tanker agreement which enables the Government 
to maintain current information on the availability of seagoing tankers 
which represent a vital link in any emergency supply program: This 
agreement is considered an essential preparedness measure by the 
Military Sea Transport Service, although it is not directly related 
to military procurement. 

Next, the foreign petroleum supply agreement. Of course the com- 
mittee is acquainted with it, and Senator Morse I know addressed some 
questions to the Department of Justice on that. 

But it does bring this Government prompt and accurate informa- 
tion on foreign oil supplies, refining and storage capacity, and similar 
information which it is not practicable to secure elsewhere. 

Then there is a confidential agreement in the field of foreign infor- 
mation which is effectively supplementing the work of Government 
agencies in this field. It happens that this particular agreement has 
involved some contractual commitments the termination of which 
would involve financial loss. I would like my general counsel to 
explain that agreement. 

Senator Frear. Off the record. 

(Discussion off the record.) 

Senator CaAPpEHART. If we wrote a provision into the bill exempting 
those three and left the language as it is, would that take care of it? 

Dr. FLemminc. It would take care of any immediate problem we 
have. The question then is, it seems to me, Senator Capehart, 
whether or not you want to restrict the President’s authority to that 
extent—I mean as far as future operations are concerned. 

Senator CapeHART. But if we wrote them in by name or rather by 
number, whatever way we could identify 

Dr. Ftemminc. You probably couldn’t identify them, but I sup- 
pose if you worked out language which specified that amendment 
was not to have a retroactive effect that that would cover the situation 
as far as those agreements are concerned. 

Senator Bricker. Are future agreements similar in character 
likely to be needed? 

Dr. Fiemminec. Well, they might be, Senator Bricker, and as we 
have understood it, it has been the attitude of the Congress up to this 
time that the President should be in a position to invite the cooperation 
of industry in meeting new developments of national defense sig- 
nificance whether they involve the weapons systems or propaganda or 
materials shortages or anything else. This would have the effect of 
putting him in a position where he could not meet those situations in 
the future. 
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It has been my understanding that the Congress has repeatedly 
indicated that although it is very firm in its convictions relative to 
this policy in restraint of trade that it has always felt that interests 
of national defense should override that particular policy. 

My feeling has simply been this, Mr. Chairman: That between the 
Office of Defense Mobilization and the Department of Justice as far 
as I know there has not been any abuse of this power that the Congress 
put into the Defense Production Act in 1950. 

Senator Morse. Reasonable men can differ about it——— 

Dr. Ftemmina. I appreciate that. 

Senator Morse. I think you will find reasonable men within the 
Department of Justice differing about it. This line of differentiation 
between exchanging information and entering into a combination and 
collusive agreements on business practices is pretty hard to define. 
I am far from convinced, Mr. Chairman, that even on these three 
items there is any need for waiving the antitrust laws. 

Senator Frear. Thank you, gentlemen. 

Before we proceed into executive session I have for the record some 
letters and a press release relating to the voluntary agreement on 
foreign petroleum supply. 

(The material referred to follows: ) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 15, 1956. 
Hon. Artuur §. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D. C. 

My Dear Mr. FiLemmine: As requested in your letter of January 31, 1955, 
I have made a careful evaluation of the continued defense need for the amended 
Voluntary Agreement Relating to Foreign Petroleum Supply, dated April 15, 1954, 
and the necessity for antitrust immunity for its participants. 

I find the continuance of the agreement, including the antitrust immunity 
which accrues to the participants in connection with activities undertaken at the 
request of the Government, to be essential to our national defense needs and 
efforts. 

My findings are based on the following considerations: 

Authorized activity under this agreement has increased with progressive in- 
tensity since its inception due to the increased requirements of government, 

articularly the military, for comprehensive, accurate information and forecasts of 
oreign petroleum operations. The first committee meeting under this agreement 
was held, at my call as Administrator, on April 27, 1954. To January 31, 1955, 
the Foreign Petroleum Supply Committee and its 4 subcommittees have held, 
pursuant to the calls of the Administrator and the Director, 41 daily meetings or 
sessions, an average of over 1 a week, to supply foreign petroleum data needed 
primarily by the Department of Defense in connection with its strategie planning. 
Copies of the minutes of all these meetings are being prepared for attachment to 
the periodical report, now in preparation, which will be sent, as in the past, to you 
and other interested agencies of government upon completion, which is expected 
around the end of this month. 

During the period from the inception of the agreement to January 31, 1955, the 
committees, in response to specific requests of the Administrator and the Director, 
have prepared the following reports for the Government: 

(a) Aviation gasoline report.—The Supply and Distribution Subcommittee 
prepared 2 aviation gasoline stock position reports indicating the stock position 
of aviation gasoline, by grades 100/130, 108/135, and 115/145, in approximately 
80 friendly foreign nations and areas including estimates of shipments on a 2- 
month-forward basis. 

(b) Foreign petroleum requirements report.—The Statistical Subcommittee pre- 
pared peacetime estimates of 1954 consumption of petroleum, by products, in 
each of more than 80 friendly foreign nations and areas and extended these 
estimates on a wartime basis in each nation and area for 4% years starting July 1, 
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1954. These estimates indicate requirements of each petroleum product in each 
country and area necessary to maintain maximum war production under wartime 
conditions through December 31, 1958. 

(c) Crude production report—The Production Subcommittee prepared estimates 
of crude producibility under normal conditions and potential crude production 
under war emergency conditions in each of some 50 friendly foreign nations and 
areas for the last half of 1954 and the years 1955 through 1958. These estimates 
also included development-well completions and exploration-well completions 
with average depth in each area under both normal and emergency conditions. 

(d) Foreign terminal and storage facilities report—The Supply and Distribution 
Subcommittee prepared a report containing detailed information on civilian ter- 
minal and storage facilities at deep-water ports in each of the friendly foreign 
nations throughout the free world. This report consists of 4 volumes comprising 
3,388 pages of statistical data and contains information on 1,084 terminals in 120 
countries. One hundred copies (4 vols. each) have been printed and assembled, 
most of which will go to the Department of Defense. In addition, the subcom- 
mittee prepared 100 copies of a separate summary volume, of 586 pages, exclu- 
sively for use of military personnel. Preparation of the report, including multiple 
revisions and corrections, required the handling of approximately one-half million 
paper pages. In bulk, for transportation to Washington by special Government 
truck, its weight is around 2% tons. Its cost to the Foreign Petroleum Supply 
Committee (exclusive of staff salaries and the time and expense of hundreds of 
employees of the participating companies around the world in compiling the 
basic data) will run between $25,000 and $30,000. Attached hereto is a letter 
to the chairman of the Foreign Petroleum Supply Committee from Hon. T. P. 
Pike, Assistant Secretary of Defense (Supply and Logistics), expressing thanks 
and appreciation to the participants for their work and indicating the magnitude 
and importance of the report in military planning and operations. 

In my opinion, the tempo of the activities of the committees in furnishing 
vital petroleum information under this voluntary agreement will increase rather 
than diminish in the foreseeable future. In addition to finalizing and forwarding 
some of the reports previously mentioned, the participants have before them the 
following outstanding studies: 

(a) Refinery survey.—The Refining Subcommittee is engaged at present in 
preparing a report requested by the Director in December 1954, showing petroleum 
refinery canacities in each of the friendly foreign nations. This report, which is 
scheduled for completion in March 1955, will indicate not only the crude capacity 
of such refineries but also the capacities of different processes in those refineries. 

(b) Supply requirements survey—On December 6, 1954, the Director requested, 
for completion by June 15, 1955, a report on estimated petroleum consumption 
and supplies in each of the friendly foreign nations for the years 1954 through 
1957. It is expected that the preparation of this report will require at least 2% 
months of work by the Statistical Subcommittee and the Supply and Distribution 
Subcommittee. 

(c) Aviation Gasoline Stock Position.—Under a continuing request of the Direc- 
tor for periodic reports on the aviation gasoline stock position abroad, another 
report on this subject matter is scheduled for February 18, 1955. It will indicate 
such stock position as of February 1 and estimated shipments afloat or to be 
lifted during February and March. 

(d) Foreign Terminal and Storage Facilities——The Department of Defense has 
urged that the foreign terminal and storage facilities report described above, 
which is the first such report ever prepared, be kept current so as to reflect re- 
visions, including additions and abandonments, as they occur. Also that any 
facilities which were overlooked or about which accurate information could not 
be obtained at the time of completion of the initial report be added. It is planned 
in the near future to request the Foreign Petroleum Supply Committee for such 
periodic revisions and implementing data. This work will require consideration 
not only of information on new terminals, but also of information previously 
orepared, to determine the changes. The work will be done by the Supply and 
Jistribution Subcommittee and is expected to require many meetings and con- 
siderable time and effort. 

In the light of these invaluable contributions to government, I feel I would be 
seriously handicapped in performing the duties of Petroleum Administrator which 
have been delegated to me by the President if this voluntary agreement were 
discontinued or substantially altered in respect of accumulating vital foreign 
petroleum information. I am informed by my petroleum advisers that there is no 
adequate substitute for it. First, because it is the only mechanism yet devised 
whereby the British companies, through the representatives of the British Oil 
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Supply Advisory Committee, freely and expeditiously furnish information on their 
own operations comprising approximately 40 percent of all foreign petroleum 
operations. In the second place, because the use of questionnaires to individual 
companies is ineffectual and inadequate. Experience has shown that it is prac- 
tically impossible to draft a questionnaire on worldwide foreign petroleum opera- 
tions susceptible of uniform interpretation even by different American companies 
to which, authoritatively, our questionnaires would have to be confined. When 
the information, such as it would be, was received from a particular company, it 
would have to be accepted at its face value by government without benefit of 
critical analysis by other company experts in cooperation with qualified Govern- 
ment representatives around the committee meeting table. 

It is my conception that, of necessity, the continuation of the foreign voluntary 
agreement carries with it the antitrust immunity granted to participants by the 
Congress in the Defense Production Act. While I do not believe it to be the prime 
purpose of a voluntary agreement to grant antitrust immunity, I feel it was the 
congressional intent and action thereby to establish the framework within which 
the participants can do Government’s bidding in aid of national defense without 
later being subjected to antitrust prosecution by the same Government for doing 
that bidding. It is inconceivable to me that these oil company participants 
should be asked, or would be willing, in connection with their laborious and ex- 
pensive efforts at my request to supply their Government with foreign petroleum 
information, to take the risk, whether in the near or distant future, of an adjudi- 
cation, or even to have to defend the charge, that their requested activities violate 
our laws. 

There is an even more impelling reason why the antitrust immunity prescribed 
by the Congress must remain an integral part of this voluntary agreement if it 
shouli be continued. It seems to me that one of its greatest values from a na- 
tional defense viewpoint is that it provides the mechanism for expeditiously 
handling an international petroleum crisis such as was the closing of Abadan 
refinery in June 1951, and as could be the closing, through blockage or otherwise, 
of the vulnerable Suez Canal or the incapacitation, from whatever cause, of one 
or both of the two great Caribbean refineries at Aruba and Curacao. During the 
time it will take to process a proposed plan of action through Government agencies 
as provided in the agreement, the participants are authorized to prepare such 
cooperative compensatory schedules of action, effective only on the prescribed 
governmental approvals, as are necessary to meet the crisis. It is possible, to 
say the least, that in doing so they might violate the antitrust laws in the absence of 
the statutory immunity granted by the Defense Production Act. 

On the occasions in the past when the necessity for the foreign voluntary agree- 
ments was questioned, the Secretary of Defense has consistently recommended 
continuance in furtherance of future mobilization planning and in the interest of 
national security. I am informed that you will receive a letter from him shortly 
reiterating these views. 

In conclusion, I wish to state that I am quite conscious of the authority granted 
me by section 14 of the voluntary agreement which authorizes me to terminate it 
at any time by letter, telegram, or publication in the Federal Register. It has 
been, and continues to be, my intention to exercise that authority whenever the 
defense need for the agreement ceases. 

Sincerely yours, 
Dovetas McKay, 
Secretary of the Interior. 


AssIsTANT SECRETARY OF DEFENSE, 
Washington, D. C., December 6, 1954. 
Mr. Stewart P. CoLeMan, 
Chairman, Main Committee, Foreign Petroleum Supply Committee, 
30 Rockefeller Plaza, New York 20, N. Y. 


Dear Mr. Coteman: I regret very much that previous commitments will 
prevent my accepting your invitation to be present at the meeting of the main 
comm. ttee of the Foreign Petroleum Supply Committee in New York on December 
13, 1954. 

T have requested my Staff Director for Petroleum Logistics, Brig. Gen. W. W. 
White, to present this letter to you in person, together with my thanks and appre- 
ciation for the enthusiastic cooperation which your committee has afforded to the 
Department of Defense in the arduous task of compiling the worldwide petroleum 
storage atlas at its request. Those of us in the Department of Defense who are 
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familiar with the magnitude of the task and the importance of the atlas to our 
planning and operations realize that the work could not possibly have been 


completed without the unselfish cooperation which your committee and the oil 
industry have so freely offered 
Sincerely yours, 


f. Po. Pree. 


Tue SEcRETARY OF DEFENSE, 
Washington, D. C., February 24, 1958. 
Hon. A. S. FLEMMING, 

Director, Office of Defense Mobilization, 
Executive Office of the President. 


Dear Mr. Fiemmine: On December 23, 1953, the Department of Defense 
recommended to the Secretary of the Interior continuation of the voluntary 
agreement and its implementing adjunct, the Foreign Petroleum Supply Com- 
mittee. The reasons given in that letter are probably more applicable today. 

I understand that the Secretary of the Interior has been requested by you to 
furnish justification for the continuance of the voluntary agreement and the 
Foreign Petroleum Supplv Committee. Therefore, I am taking this opportunity 
to inform you of the interest of the Department of Defense in this matter. 

The Foreign Petroleum Supply Committee has rendered an invaluable service 
to the Military Petroleum Advisory Board in the preparation and development 
of a current worldwide supply and demand study, which is now in its final stage 
of completion. In addition, the Foreign Petroleum Supply Committee has 
recently completed, at the request of the Department of Defense, a worldwide 
petroleum storage atlas. For this work the Assistant Secretary of Defense (Sup- 
ply and Logistics) wrote a letter of appreciation to the chairman of the Foreign 
Petroleum Supply Committee in which he recognized the magnitude of the task 
and pointed out the importance of such an atlas to our military operations and 
planning. Further, the Department of Defense will, in the near future, request 
the Foreign Petroleum Supply Committee to revise a report which was prepared 
at the request of the Department of Defense, entitled ‘‘Friendly Foreign Nations— 
Major Petroleum Products—Estimated Demand and Estimated Refinery Opera- 
tions, July 1, 1953—June 30, 1954.”’ A revision of this report will in itself be a 
major undertaking. 

The foregoing major projects are in addition to others made for the Department 
of Defense on a continuing basis. 

In view of the above, it is reeommended that the voluntary agreement, and the 
Foreign Petroleum Supply Committee operating thereunder, be continued for an 
indefinite period. Such recommendation, of course, is conditioned upon the 
extension beyond June 30, 1955, of those provisions of the Defense Production 
Act under which the voluntary agreement was established. 

Sincerely yours, 
R. B. 


ANDERSON. 









EXECUTIVE OFFICE OF THE PRESIDENT 
OrricE OF DEFENSE MOBILIZATION 
Washington 25, D. C. 
PETROLEUM ADMINISTRATION FOR DEFENSE 


For immediate release OD-LS (6—-3—53), No. 209 
Wednesday, June 3, 1953 EXecutive 3-3300, extension 2201 
PUTNEY, Interior 
REpublic 7—1820, extension 5333 

Arthur 8. Flemming, Defense Mobilization Director, said today he has requested 
14 American oil companies having operations abroad to participate in a new volun- 
tary agreement for the supply of petroleum to friendly foreign nations. 

The agreement, which he has just approved and which supersedes one dated 
June 25, 1951, was recommended to him by Douglas McKay, Secretary of the 
Interior and Petroleum Administrator for Defense. 

Need for the agreement, Mr. Flemming said, is pointed up by the fact that the 
loss of any substantial current source of world petroleum supply can seriously 
jeopardize the interest of the free nations of the world. 
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Drafted under terms of the Defense Production Act of 1950, the agreement pro- 
vides for the establishment by Secretary McKay, as Petroleum Administrator 
for Defense, of a Foreign Petroleum Supply Committee composed of the participat- 
ing companies. Other companies that qualify may participate in the voluntary 
agreement. The committee and subcommittees are authorized to gather for 
Government use information on petroleum requirements and supplies abroad 
when requested. The agreement also sets up procedures under which participants 
may take joint action, under the direction of the Petroleum Administration for 
Defense, to alleviate any substantial shortage in world petroleum supplies when 
such shortages might have an adverse effect on the defense mobilization program, 

“Petroleum supply,” according to the agreement, “is a worldwide matter and 
shortages in one location necessarily involve adjustments in remotely distant 
areas. This normal interreliance is sharply pointed up in times of emergency.” 

Mr. Flemming’s letter to the oil companies said their participation ‘‘will assist 
in the accomplishment of our national defense program.” 

The letter said that in accordance with provisions of the Defense Production 
Act, immunity from prosecution under the Federal antitrust laws and the Federal 
Trade Commission Act will be given to participating companies, provided their 
actions are within the scope of the voluntary agreement. Mr. Flemming said the 
Attorney General has approved the request to the companies to participate in the 
agreement. 

Through the formation of the Foreign Petroleum Supply Committee, it is 
expected that the United States will be better prepared to meet and handle 
immediately the problems inherent in any substantial loss of world petroleum 
supplies. 

The new agreement differs from the original in that certain procedures and 
requirements are more fully covered. 

Mr. Flemming’s letter was sent to the following: 

Arabian American Oil Co. 

Barber Oil Co. 

Caltex Oil Products Co. 

Creole Petroleum Corp. 

Gulf Oil Corp. 

Pacific Western Oil Corp. 

Sinclair Oil Corp. 

Socony-Vacuum Oil Co., Inc. 
Standard Oil Company of California. 
Standard Oil Company (New Jersey) 
Standard Vacuum Oil Co. 

Superior Oil Co. 

The Texas Co. 

Venezuelan Petroleum Co, 


Senator Frear. That concludes our hearing for this morning. The 
subcommittee will now proceed into executive session. 
(Whereupon, the committee proceeded into executive session.) 


x 








